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of trading activity in the world at 


WHITHER HONG KONG? in th 
3 large and in particular throughoui 


by Far East. Tt would impossi- 


ARGOS . blé by any stretch of the imagimma- 
| | tion to concede that Eastern Asia 
The honeymoon is over. It has others in the form of banking, in- has been prosperous since the end 


of the war. The area suflered toe 
much during the Japanese occupa- 


been a grand time while Hong Kong 
has been wedded to_ prosperity. 


surance, storing, transhipment and 
brokerage facilities. It produces 


Those who visited the Colony fol- 


lowing the /Japanese surrender find 
it difficult to believe that this is the 
same city. For in Hong Kong alone 
among the countries of the Far East 
have practically all visible traces of 
the war been effaced. In three 


glorious years of boom with trade. 


touching record figures year by year, 
with ever mounting profits in busi- 
ness, and a higher standard of liv- 
ing for most of the inhabitants, 
Hong Kong has been able to-rebuild 
its shattered portais, grasp in ever 
larger handfuls the entrepot trade 
of Eastern Asia and to emerge com- 
' mercially stronger and more power- 
ful than at any time in its history. 


The picture is all the more be- 
wildering when contrasted with the 
eountries which surround Hong 
Kong.. From Tokyo to Sourabaya, 
from Manila to Rangoon, the Far 
East tells a story of economic -col- 
lapse and_ political disturbance 
which has made Asia the world’s 
largest depressed continent. 
ty political feuds, internal revolts 
and civil war. economics has been 
stncthered by the eternal wranglings 
of factions who put party’ before 
country and self before mankind. 


So as another year draws to its 
close and Hong Kong prepares to 
congratulate itself or give thanks, 
according to the mood. it may be 
profitable to pause a moment and 
ask the explanation of this paradox 
whereby an island of prosperity can 
exist in the sea of bitter contests and 
seemingly ‘commercial stagnation. 
_ And maybe such analysis if not pro- 
ducing the key to the future, will 


Torn | 


reveal some of the tasks to which 


men should now lend their energies. 
* ? ™ 

' Hong Kong is an entrepot. 

means it lives by giving services to 


That 


little within its borders and conse- 


guently its prosperity is the measure 


tion to be able 
pre-war trading position. 


to regain even ffs 


But apart 


Christmas Message 


BY | 


The Hon. P. S. Cassidy, Unofficial Member of 


Legislative Council of Hongkong Government, and 
Chairman of Hongkong General Chamber of 
Commerce. 


Peace on Earth is rather hard to reconcile with con- 


ditions in the world today but there is no reason why 
we should not strive to achieve Goodwill towards Men. 
Without smugness I think that .we in Hongkong have gone 
some way towards that goal, for the Hongkong General 
Chamber of Commerce, of which I have the honour to 
be Chairman, is an organization which binds together many 
diverse nationalities in its membership. During the three 
years since the liberation of the Colony we have, perhaps 
through fortuitous circumstances, enjoyed a prosperity 
which has enabled business to be carried on with a mini- 
mum of friction. Nevertheless relations between merchant 
and dealer, wholesaler and retailer, and the business com- 
munity as a whole with the Government officials who are 
concerned with the trade of the Colony, rest on a healthy 
foundation of goodwill and I think that the message which 
the Editor of the FAR EASTERN ECONOMIC REVIEW 
has asked for might very well emphasize the need to main- 
tain that spirit of co-operation. 

To the many readers of the Review who are to be 
found in various parts of the world I should like to tender 
on behalf of the business community of Hongkong best 
wishes for 1949.and the fervent hope that during the course 
of the year many of the obstacles to international trade 
will be swept away. 
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from the legacy left by the Japanese, 
two other inter-related factors have 
dominated. Far Eastern Economy. 


The first has been internal unrest 
and political disturbances arising 
from the situation created during 
the war. In some countries this has 
. found expression in open revolt 
against the former’ metropolitan 
powers, in the Philippines, Malaya 
and Burma it has been a minority 
revolt against established authority, 
while in China it has taken the form 
of outright civil war. 


The second factor has resulted in 
the main from the first. The Gov- 
ernments have had to keep going 
and inflation has been the easy and 
generally accepted way out. Even 
if there had been vigorous deflation- 
ary nancial policies, it would have 
been difficult if not impossible with 
the tremendous shortage of goods to 
avoid some measure of _ inflation. 
But nowhere has any Asian country 
seriously tackled the problem: 
Budget deficits persist and exports 
are only slowly and fitfully creeping 
upwards and still have a long .way 
to go before they reach pre-war 
levels. 


* 


How then has ‘Eastern Asia been 
able to keep going? It has succeed- 
ed in holding its own: the situation 
is no worse than it was a year ago 
and the Hong Kong trade figures 
indicate that a substantial volume 
of goods has been moving between 
the various countries in the Orient. 
The answer is that the Far East has 
been living mainly on remittances 
since the war. The high level of 
prosperity, in particular in America, 
has enabled the overseas Chinese to 


send large amounts of cash back to. 


their less fortunate brethren in the 
home country. In addition, the 
countries of Europe and America 
have literally poured their largesse 
into the Far East. UNRRA and 
CNRRA set the pace and when their 
supplies were exhausted E.C.A. kept 
the everlasting cornucopia tilted. 
The United States Government con- 
tinues to adopt a policy of liberal 
handouts in the Philippines while 
the French and Dutch have lavishly 
endowed their respective possessions 
in the East with metropolitan funds. 
The United Kingdom has been un- 
selfish in its treatment of its posses- 
sions in Asia, while other countries 
have found their wartime accumulat- 
ed sterling balances a very pleasant 
heip in trouble. In short, the Far 
Fast has not been living off its own. 
It has been able to continue because 


Saving. 


it has been living on the largesse of 
Europe and America. 


This state of affairs cannot con- 
tinue indelifitely. The Americans 
are becoming less ‘sentimental and 
more realistic. They want to 
know when the perpetual outpour- 
ing is tc cease. In the meantime 
they want to see something for their 
money. Wise men will accept the 
fact that much of this beneficence 
from overseas must cease,.and when 
it does, the purchasing power of the 
peopie in the Far East will be pulled 
up with a jerk. 


in some ways, this may not be an 
unwelcome move. Sooner or later 
we in Asia will have to learn to pay 
cur own way. The prospect of tak- 
ing off our coats, getting down to it, 
and an interim period of an unde- 
termined length at a lower standard 
of living, will not fall lightly on 
those who hitherto have been bask- 
ing in another’s sunshine. But the 
unpalatable fact has to be faced and 
the slightest sign of a depression 
cverseas, particularly in America, 
will probably knock the bottom out 
of our means of purchasing in over- 
seas markets and incidentally will 
make a hole in the volume of Hong 
Kong’s and prosperity. 


* * 


There is nothing Hong Kong can 
do about a possible recession of 
trade in the countries adjoining the 
Colony. It can, however, take 
thought of the morrow in its domes- 
tic policy. There has not been un- 
bridied inflation in this Colony, but 
there has been a plethora of money 
on the market without a _ prepor- 
tionate volume of goods and ser- 


vices, and prices have tended to stay 
high. 


Something, therefore, should be 
done to drain away by means of 
taxation some of this surplus pur- 
chasing power, but the budget sur- 
plus thus accruing should not be 
spent but locked away until the 
time when business activity is less 
as prices fall and budget deficits 


appear in the offing. On the other 


hand, some revision could be made 
in the Government’s spending pro- 
gramme, Extensive expenditure 
was inevitable to get the Colony 
back on its feet but the spending 
habit should be carefully examined 
with a view to turning spending into 
Large capital expenditure 
on extensive social services pump 
purchasing power into the com- 
munity and keep prices of available 


goods and labour high. These in 
turn mean high costs of production 
which bring high selling prices, and 
high selling prices just will not do 
the moment our neighbours have not 
the money to spend on our goods and 
services. New buildings are attrac- 
tive, new avenues of Government 
activity are no doubt desl ake in 


this community. 


Most of us have our pet schemes 
on which the Government should 
dispense its bounties next. Educa- 
tion. social services, port facilities, 
and new roads and buildings, re- 
clamation and housing schemes, all 
vie with one another to get their 
hands into the budget pot. The 
question at the present time, how- 
ever, is not “which can one afford to 
inciude in a balanced budget”, but 
rather, “which cannot be left over 
until the inflated economy of this 
Colony has been put on a more even 
keel.’ 


It is no longer a question of get- 
ting by way of taxation more than 
we spend or spending a great )deal 
less than is collected. A large bud- 
get surplus is as necessary in Hong 
Kong today as it is in the United 
Kingdom. 


A little less thinking about, plan- 
ning and a little more “planned 
thinking” is required. Clearly the 
oniy new Government activities 
which can be labelled “essential” 
are those which, if not undertaken, 
will cause the Colony to slip from its 
position as the major entrepot in the 
Far East—e.g. a new Air Port. Any- 


thing less than ‘essential’ however 


desirable, should be postponed until 
we have shaken the last vestiges of 
inflation from our shoulders. Any 
other policy will in a few years find 
the Colony top-heavy with a load of 
capital ,assets depreciating in value 
at a rapid pace while the Colony 
will perchance be using current in- 
come to meet that depreciation and 
interest on its debt. This Colony, 
no more than any other country in 
Asia, can have all it wants. It must 
decide its list of priorities on the 
assumption that sometime in the 
near future Asia will have to pay 
its own way. The _ shock of the 
transition from charity to self- 
support can be more effectively 
cushioned if, while the days of pros- 
perity are still with us, we can bring 
ourselves to peer through the gold 


and glitter of today to the sterner 


anc. more sombre. days that must 
surely lie ahead. 


| 
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CONDITIONS OF MINING AND MANUFACTURING 


The countries of the Far East, with 
‘the exception of Japan, are industrial- 
ly underdeveloped and their future in 
the modern world depends largely on 
foreign assistance and _ investment. 


Manufacturing processes continue to 


be primitive although there are ex- 
ceptions to this rule which, consider- 


_ing the vast area of the countries in 


the Far East, are however insignificant. 
In its latest survey of conditions in 
the Far East and in South East Asia 


_the United Nations’ Economic Commis- 


sion tor this area characterises prewar 
industrial activities as follows:—(1) 


the prevalence of cottage or village 


handicrafts, which went a long way 
towards meeting the local needs of the 
people and affording supplementary 
exx.ployment opportunities to the dense- 
ly populated villages and homesteads; 
(2) the predominance of the process- 
ing industries, mostly for exports, such 


as tin smelters, oil refineries, rice mills, 
‘sugar plants, sawmills, coconut mills, 


etc., as well as the manufacture of es- 
sentia] articles for daily use, such’ as 
textile products, food provisions, build- 
ing materials, etc.; (3) the absence of 
heavy industries, such as metallurgical 
and chemical works, except’ in Japan 


-and to some extent in Manchuria and 


(4) the geographical concentration of 
modern factories in a. few large cities 
‘along the seaboard, where cheap power 
supply was available and transporta- 
was easier. 


While the mining activities in ,most 


Far East countries can be traced back 


to the end of the last century, the de- 
velopment of industrial production was 
-relatively of recent origin. These coun- 
tries received the first impetus of in- 
dustrial development from World War 
I, which cut off the supply of Euro- 


pean manufactured goods to the Orient-— 


al market, thereby necessitating the 
latter to increase its Own production 
‘to meet domestic needs. With the 
World Depression after 1929, and the 
‘consequent fall of prices of several 
staple materials, upon which some 
countries depended as the chief source 
the need for economic 
diversification fbecame more apparent 
than ever. A second wave of cam- 
paigns for industrial development 
started then everywhere in South East 
Asia and the Far East. 

Mineral production always occupied 
‘an important position in the Far East 
-and, in the case of several territories, 
‘represents one of the major economic 
‘activities, However, mining is mostly 
confined to the excavation of ores or 


IN THE EAST 


at best to refining and smelting of ores 
for export purposes, The relative im- 
portance of mining production can be 
gauged from the percentage shares 
taken by mineral products in the ex- 
port trade:—Burma, petroleum pro- 
ducts 25 to 30% of total ex- 
port values; China, tin, tungsten, 
antimony and minor minerals 8 to 
14%; Indonesia, petroleum products 
and tin 21 to 31%; Malaya, tin 17 to 
23% of total export values; Siam, tin 
16 to 23%; Indochina, 4 to 5% coal. 


Survey of Conditions of Mining and 
Manufacturing Industries in Far 
Countries 


The United Nations’ ECAFE survey 
cutlines conditions of mining and man- 
ufacturing industries’ in the countries 
of the Far East as follows:— 


Burma 


The principal mineral product of 
Burma was petroleum In the pre- 
war years, the annual output of crude 
petroleum was well over 1,000,000 
metric tons, There were five re- 
fineries, the largest of which was the 
Syriam refinery. In 1942 most of the 
refineries and oil installations were des- 
troyed by an effective scorched-earth 
policy carried out by the British 
authorities. Since the end of the war, 
steady progress has been made by the 
oil companies in rehabilitating the oil 
fields. A completely up-to-date re- 
finery was. being rebuilt at Syriam, 


providing employment for some 13,000 


workers in 1947. However, it is es-~ 
timated that the country will not be 
able to resume cil exports until towards 
the end of 1950. 

Among Burma’s metallic minerals, 
the most important are lead, zinc, and 
silver produced by the Badwin mines 
(Burma Corp., Ltd.), and tin and 
woitram of the Mawchi Mines. The 
average annual output immediately 
before World War II was 53,400 metric 
tons of zine ore, 91,300 metric tons of 
lead cre, 4,870 metric tons of tin ore, 
3,400 metric tons of wolfram ore, and 
189 metric tons of silver. Damage 
during the war was heavy. Rehabi- 
litation was under way at the Badwin 
Mines in the Northern Shan States, 
where new electric power generators 
were to be “installed. It is expected 
that a monthly production, of about 
1,000 tons of refined lead and 2,177 
kilogrammes of silver with ancillary 
by-products could be produced before 


country. 


INDUSTRIES 


the end of 1947. On the other hand, 
the rehabilitation of tin and wolfram 
in Tenasserim was extremely slow, 


largely owing to the difficulty in ob- 


taining pliant and equipment from the 
United Kingdom, as well as the exodus 
of Indian labour which before the war 
comprised about 80 per cent of the 
total labour force. 


There was not much industrial pro- 
duction in Burma, apart from saw- 
mills and rice-mills, For the formula- 
tion Of an all-embracing national de- 
velopment plan with the ultimate ob- 
ject of raising the economic level of 
the country, the, National Planning 
Department was created in January 
1946 by the Burma Government. In 
May 1947, the National Planning Board 
was constituted with a view to under- 
taking detailed investigation and give 
continuous. consideration to matters 
placed before it. The Board was later 
superseded by an independent Economic 
Planning Board, A ‘Two-Year Eco- 
nomic Development Plan was drawn 
up in the latter part of 1947, and 
several boards, such as the State Oil 
Industry Board, the Mineral Produce 
Marketing Board, and the Hydro-Elec- 
tricity Board, were created to tackle 
the key economic problems of the 


China 


Despite heavy damages caused by 
the war, the production of certain 
minerals and industrial goods in China 
experienced substantial expansion dur- 
ing the eight years of war with Japan. 
Both the Chinese government in Free 
China and the Japanese authorities in 
the occupied territory did their utmost 
to develop heavy industries for the 
purpose of prosecuting the long-drawn- 
out war. The surrender sof the Japa- 
nese in August 1945, therefore, left 
China with a much larger industrial 
capacity than in 1937, especially in 
view of her recovery of Manchuria 
and Taiwan, However, losses subse- 
quent to the Japanese surrender iarge- 
ly offset those gains. The Soviet re- 
moval of machinery and _ industrial 


equipment in Manchuria and the dam- © 


age done to the material and equip- 
ment in factories in the area south of 
the Great Wall during the tumultuous 
period of reoccupation added seriously 
to the difficulties of rehabilitation and 
reconstruction. 


In 1947, increases in mineral and in- 
dustrial production were registered in 


the southern part of China and Taiwan. . 


The Far Eastern Economic Review extends 
its heartiest greetings to all its readers with sincere wishes 
for their future prosperity and happiness. 


| 
| 
| 
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but the crippling effect of a constant- 
ly shifting war front and the division 
of China into two hostile parts was 
felt everywhere. Little was known of 
the economic conditions in the area 
under the control of the Chinese Com- 
munists, The survey therefore will be 
largely confined to the territory under 
the control of the National Govern- 
ment, 

In mineral production, coal occupies 
the foremost place in China, In 1936, 
coal output of the whole country, in- 
cluding Manchuria but excluding Tai- 
wan, was estimated at 36.9 million 
tons. During the war, coal production 
was pushed up both in Free China 
and in the Japanese-occupied territory. 


In conjsequence, the whole country’s 


peak production was estimated at 65 
million tons in 1942, of which Free 
China accounted for 7.3 million tons, 
North China 30 million tons, and Man- 
churia 24 million tons, After the end 
of the war, coal mines in Manchuria 
suffered great loss in equipment. When 
the Chinese government took over the 
mines on the evacuation of the Soviet 
forces, tremendous effort was spent in 
putting these mines back into working 
erder. In May 1947, the 'total output 


of coal in the five largest mines in — 


Manchuria reached about one third of 
the wartime level, but following 
the military reverses in the latter part 
of the year, all but two mines in 
Manchuria were lost to the Chinese 
Communists. In a_ similar manner, 
the continuance of fighting in North 


China reduced the coal output of the 


eight leading mines in that area from 
a total of 17 million tons in 1942 to 6 
millions in 1947. Production in the 
neighbourhood of Nanking and Shang- 
hai was able to return to pre-war 
level but the total output in this area 
only amounted to 1,350,000 tons, while 
Shanghai alone requires 3 millions 
tons a year. Attention has_ recently 
been directed to the development of 
coal mines in Central Yangtze region, 
but the planned target is 4 million 
tons,, which if realized can hardly 
compensate for the loss of mines in 
Manchuria and North China. 

China has to rely heavily on im- 
ported petroleum products to meet her 
demestic requirements. Oil produc- 
tion and refining was carried on in 
Kansu and Taiwan. the total output in 
1947 being 528,774 barrels. There 
were two oil refineries in China with 
: total capacity of 23,000 barrels per 
ay. 

Before the war, the annual produc- 
tion of iron ore amounted to 2.9 mil- 
i1ion tons, largely from Manchuria and 
North China. In 1942 the whole 
country’s output was raised to a peak 
level of 17 millions. However, imme- 
diately following the end of war. iron 
and steel works in Manchuria, North 
China, and Free China practically all 
ceased operation. Subsequently, the 
iron and steel works in Manchuria 
were dismantled and damaged. Re- 
habilitation was pushed forward by 
the National Government in 1947, but 
the plant fell into the hands of the 


ance, the food industry 


Chinese Communists in early 1948. 
From the mines under the control of 


the National Resources Commission a. 


total of 15,114 tons of iron ore was 
produced in 1946 and 18.894 tons in 
1947. The total production of pig iron 
and ferro-alloys in China was recently 
estimated at about 3,000 tons a month 
and steel and steel products at 3,676 
tons a month. 


China leads the world in the pro- 
duction of tungsten and antimony. 
During the period 1913 to 1937, she 
contributed about 37 per cent of the 
world’s tungsten production and 60 per 
cent of the world’s antimony produc- 
tion. Pre-war annual production of 
tungsten averaged about 8.000 tons, 
containing 65 per cent of WO3 tung- 
sten. The output in 1947 was 6.462 
tons, as compared with 2,638 tons in 
1946. The production of antimony ore 
was estimated at 17,300 tons in i936 
and 81,00 tons in i938 but the National 
Resources Commission reported to 
have produced only 1,780 tons in 1947. 
China contributed about 6 per cent 
of the world’s tin production, her an- 
nual output averaging about 8,000 
during the period 1917-1946. 
The production of refined tin was on 
the increase, the output of 1947 being 
1,470 tons as against 1,202 tons in 1946. 


In the absence of a manufacturing 
census, the relative position of manu- 
facturing production in the national 
economy may be roughly measured by 
the aggregate sum of value-added in 
the national-income estimates. Accord- 
ing to one of the national-income esti- 
mates for China, the net added value 
in 1933 amounted to 1.8 billion pre-war 
Chinese dollars while the gross value 
of national product of the same year 
was estimated at 7.7 billion pre-war 


Chinese dollars. Thus, manufacturing 
activities representing both factory 
and handicraft production created 


about 23 per cent of the national pro- 
duct of China. In order of import- 
ranked first, 
contributing about 49 per cent, and 
the textile industry came next, with 
29 per cent. In manufacturing pro- 
duction, non-factory production, i.e. 
handicraft production, far outweighed 
factory production, the ratio being 73 
to 27. If factory production alone is 
considered, the cotton-spinning indus- 
try ranked first, producing about 20 
per cent of the net added value of the 
total factory production. Next. in im- 
vortance were rolled tobacco, wheat 
flour, electric power, cotton weaving, 
metal, silk spinning and weaving. 
Among non-factory industries, the 
most important were flour and rice 
milling, oil pressing, cotton weaving 
and wood working industries. 


Since 1933 the general pattern out- 
lined above is believed to have under- 
gone little change, except in Man- 
churia, where big strides were made 
toward industrialization after 1937. 
In 1943, Manchuria was reported to 
have preduced 4,200 million kwh of 
electric power, 25.3 million tons of 
coal, 1.7 million tons of pig iron, 495,- 


000 tons of steel, 1.5 million tons of 
cement, 92,000 tons of ammonium sul- 
phate, 133 million metres of cotton 
cloth and 76,386 tons of paper. How- 
ever, the productive capacity of that 
area was greatly reduced by the large- 
scnle removal of plants and equipment 
during the period of Soviet occupation 
subsequent 1o the Japanese surrender, 
and the situation was made worse by 
the civil strife raging in 1946 and 1947. 

Industrial production in Taiwan also 
experienced expansion during the war. 
The peak production was reached in 
1942. The most important industries 
in this island were food, sugar, tea 
and canned fruits. Serious damages, 
however, were inflicted on the indus- 
trial equipment by Allied bombing in 
the later days of the war. 

The limiting factor .in the improve- 
ment in industrial production in the 
regions which were comparatively re- 
rnote from the scenes of actual fighting 
was the shortage of coal and electric 
power. At the time of Japanese ‘sur- 
render, the aggregate installed power 
capacity in the occupied part of China 
was about the same as in 1937. How- 
ever, due to depreciation and damages 
done by aerial bombing, the total 
available capacity on V-J Day was 
only about one-half of the pre-war 
plants and equipment had been re-- 
moved from one place to another by 
the Japanese during the period of 
oecupation, thus causing considerable. 
confusion and losses. The production. 
of electric power was further handi- 
capped by the shortage of fuel. The 
decline in coal output in Manchuria 
and North China described _ earlier, 
was mainly responsible for the fuel 
shortage. So long as these coal-pro- 
ducing areas are not available, the 
industrial development in the Nanking- 
Shanghai region and other parts of 
China will continue to be. severely 
curtailed. 


Among other factors which account- 
ed for the slow recovery of industrial 
production were the difficulty in ob- 
taining replacements for mechinery 
and equipment, the inadequate supply- 
of raw materials, high labour cost, and 
the run-away inflation. On the other 
hand, the import-control system has 
given many industries an undisputed 
domestic market and has also provided 
cheap exchange rates for the purchase 
of foreign supplies approved by the 
Government. Eut, on the whole, these 
adventages are far outweighed by the 
handicaps which arise generally from 
the unsettled economic and political 
conditions, 


Indo-China 


The principal mineral product of 
Indo-China is anthracite, the output 
of which reached 2,335,000 metric tons 
in 1938 and 2,615,000 metric tons in 
1939. Other ores mined in Indo-China 
were iron, tungsten, manganese, ‘tin, 
zinc, bauxite, gold and silver. Annual 
production prior to World War II 
averaged about 53,000° metric tons of 


= 


m 


f 


iron ore, 341 tons ‘of tungsten ore, 


1,767 tons of manganese ore, 1,567 


tons of tin ore, 5,380 tons of zinc, and 
150 kilogrammes of gold. Tonkin 
played the dominant part. In 1923, it 
represeiited about 99 per cent of Indo- 


~China’s total production of minerals, 


but this percentage was later reduced 
by the development’ of mining enter- 
prises in other regions, particularly tin 


mines in Lacs. In 1937, Tonkin mines 


accounted for 83 per cent of Indo- 
China’s mineral production, while 
Laos’s share was 12 per cent. 

During the war years, mineral pro- 
duction dropped considerably. Since 
the end of the war, rehabilitation of 
mining and industry was hampered by 
the political difficulties. In 1946, coal 
production fell off to 261,000 metric 
tons. The fighting between the French 
and the Viet-Minh troops at the end 
of the year accounted for low coal 
production in the beginning of 1947. 
Aithough increase in coal output was 
noticeable after August 1947, total 
production of coal in 1947 fell further 
to 250,000 tons. Another _ illustration 
of the decline in mineral output is the 
production of phosphate which reach- 
ed 37,300 tons in 1938 but practicallw 
ceased in 1947 

The manufacturing activities of 
Indo-China were confined to the pro- 
cessing or light industry, such as rice 
mills, sugar plants, soap factories, cot- 
ten goods, cement, alcohol and tobacco 
factories. Owing to political unrest 
and other difficulties in rehabilitation 
and reconstruction, the industrial pro- 


‘duction of Indo-China since the end of 


the war was much lower than the pre- 
war level. 
Indonesia 


Prior to World War II, mineral pro- 


‘duction represented one of the impor- 


tant economic activities in Indonesia. 
The share of mineral products in the 
total export value rose from 17 per cent 


‘in 1920 to 29 per cent in 1939. The 
most important group is petroleum pro- 


ducts. In 1939 and 1949, the output of 


‘crude. petroleum reached 8 million tons 


or about 3 per cent of the world’s total 
petroleum production. According to the 
1938 figure the geographical distribu- 


‘tion of petroleum production was as 


follows: Java 13 per cent, Sumatra 65, 


Borneo 23, and Moluccas 1 per cent. 


Next in importance was tin, found on 


the islands of Banka, Billiton and Sing- 
-kep and the Riouw Archipelago, with 
‘an_ annual total production of about 
‘33,000 tons before the war, the largest 


Share being contributed by the mines of 
Banka. Indonesia was almost self-sufti- 
client In coal, the pre-war output being 
1.75 million tons a year. Coal mines 
are located in Sumatra and Borneo, 


Other mineral products were as 
follows: 
Annual Average 

: 1936-38 
24000 ,, 
Manganese ore ......... 9,800 ,, 
2,100 kg. 


20,000 tons 
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The total value of mining production 
in 1938 is put at 280 million guilders 
with an employment of about 69,000 
persons. 

During the war, most of the mines 
were severely damaged. Rehabilitation 
after the war was hampered by poli- 
tical difficulties between the Dutch au- 
thorities and the Republican forces. So 
far as petroleum is concerned, recon- 
struction proceeded satisfactorily only 
at Tarakan where oil, as extracted from 
the wells, can be used as fuel without 
having to go through a_ complicated 
process of refining. The total oil out- 
put by the Tarakan Petroleum Com- 
pany amounted to 173,527 tons in 1946 
and 153,190 tons in the first seven 
months of 1917, as compared with 682,- 
663 tons in 1939. On the other hand, 
the situation at Balikpapan, is far less 
favourable. With difficulty a small in- 
stallation was constructed for carrying 
out the most important part of the re- 
fining process locally. The production 
in the latter part of 1947 was about 
one-ninth of the pre-war output, or 
about 9,000 tons per month. 

Tin production, concentrated in 
Banka and Billiton, was resumed swift- 
ly. The output of the first four months 
of 1947 amounted to more than 6,800 
tons of ore, with a tin content of 5,100 
tons. Coal production recovering 
very slowly. In the first four months 
of 1947, Borneo produced about 30,000 
tons, while Sumatra, roughly 70,000 
tons, equal to about 7 per cent of the 

“production. 

The industrial production in Indo- 
nesia was largely confined to small in- 
dustries and home industries. In 1938, 
the total industrial production was es- 
timated at 430 million guilders, of 
which 170 million guilders came from 
the mechanical industry, 150 million 
from the small industries, and 110 mil- 
lion from the home industries. Two- 
thirds of the industrial concerns were 
in Java, which measured by employ- 
ment and power capacity, were gener- 
ally two or three times those in other 
islands. 

The textile industry and the food in- 
dustry were two most important bran- 
ches in the industrial production. In 
1946, the textile industry produced 128 
million metres of woven textile of 
which 25 million metres were produced 
by the village home industry. This 
production was sufficient to satisfy one- 
seventh of the local requirements. In 
1940-1942, the Government tried to in- 
crease production of the light industry 
so as to attain a better balanced econ- 
omy within the country. The develop- 
ment plan was interrupted by the Jap- 
anese advance and a large part of the 
industrial equipment was destroyed in 
the course of war. In the second half 
of 1946 the production of most indus- 
tries was at 20-30 per cent of their pre- 
war capacities. By the middle of 1947, 
production reached one-third of the 
pre-war level. 


Japan 


Japan has made rapid recovery in 
mineral and industrial production. If 
the years 1930-1934 were taken as the 
base period, the annual index of mining 
and manufacturing production, com- 


piled by SCAP, dropped from the re- 
cord high of 201.5 in 1941 to 61.5 in 
1945 and 32.5 in 1946, but rose to 
40.9 in 1947. The monthly in- 
dex for December 1947 was 448 
which was a_ record high since 
the end of.war. Mineral production at- | 
tained a much higher level than manu- 
facturing. The index of mining pro- 
duction increased from 65.4 in 1946 to 
84.9 in 1947, while that of manufactur- 
ing rose from 27.4 to 34.1 during the 
same period. Of the principal mineral 
products, the production of lignite and 
iron ore was Maintained throughout the 
post-war years at a level much higher 
than that of 1930-34. The output of 


zine ore which in 1945 and 1946 sank 


below the 1930-34 level rose again in 
1947, If the years 1946 and 1947 were 
compared, iron ore and crude petro- 
leum were the only mineral products 
which showed a drop in production in 
1947. Of manufacturing production, 
those which rose above, or had never 
sunk below, the 1930434 level were re- 
fined lead, motor trucks, ammonium 
sulphate and lumber. As compared 
with 1946, the manufacturing produc- 
tion of 1947 saw setbacks in wool yarn, 
wool woven goods, motor trucks, rail- 
way rolling stocks, rubber, tanning, 
salt, miso, and beer, apparently due to 
the depletion of pre-war stocks of raw 
materials and the unavailability of the 
new supply. 

The limiting factor of Japan’s indus- 
trial production, particularly manufac- 
turing production, is the condition of 
raw material supply, which in turn de- 
pends upon the size of imports and the 
means of acquiring key commodities as 
raw cotton, wool, fertilizers, etc., in’ the 
world market. The present level of in- 
dustrial production cannot be expand- 
ed substantially unless raw-material 
imports can be secured in much larger 
volume. 


Korea 


Under Japanese control, Korea was 
not developed as a self-sustaining eco- 
nomic unit. Most of the productive 
activities were closely linked with the 
manufacturing and mining industries 
in Japan. The severance of economic 
and political ties with Japan since the 
end of war caused paralization of the 
Korean economy. The work of rehab- 
ilitation. and readjustment was made 
more difficult by the division of the 
country into two zones. Almost 90 per 
cent of electric generating plants, all 
iron deposits, bituminous coal mines, 
and chemical industries are located in 
North Korea, while South Korea, chief- 
ly agricultural, supplies textile pro- 
ducts, tungsten, fluorite, and gold. The 
separation has left South Korea short 
of bituminous coal and fertilizer and 
dependent on North Koréa for electric 
power. In 1946 and 1947, the amount 
of electric power delivered to South 
Korea by plants in North Korea was 
much larger than the power generated 
by South Korea’s own plants, but the 
total power available still fell short of 
requirements, thus hampering the re- 
covery of mineral and industrial pro- 
duction. 

During 1947, the larger gold and 
other mines have been put back into 
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operation in South Korea, but owing to 
the shortage in machinery parts, pro- 
duction was very low. 

The recovery in manufacturing pro- 
duction in South Korea. has not been 
satisfactory. The low industrial pro- 
duction has been attributed to short- 
ages of raw materials, lack of replace- 
ment and repair parts, inadequate 
numbers of skilled labourers, and trans- 
portation and power difficulties. 


Malayan Federation and Colony of 
Singapore 


Malaya was the largest producer of 
tin ore in the world, supplying about 
34 per cent of the total world output 
in 1936-38. To the Malayan economy, 
the tin indus‘try ranked next in impor- 
tance to the rubber industry. Tin- 
smelting was largely done in Singapor, 
and, to a lesser extent, in Penang. 
While the smelting industry suffered 
simply from neglect and bad manage- 
ment during the war, much more: 
serious damages were done to tin mines 
as a result of the scorched-earth policy. 
Damages and loss of equipment also 
took place during the interval of the 
Japanese surrender and the British re- 
occupation. It was estimated in the 
early days of the liberation that it 
would cost between M $70,000,000 and 
M $75,000,000 to rehabilitate the indus- 
try to a productive capacity of 75,000 
metric tons per annum. Rehabilitation 
was further hampered by delays in 
machinery deliveries and a shortage of 
fuel, due to the fall in the coal output 
of the Malayan Collieries. Much pro- 
gress, however, was made in 1947. By 
the end of the year, monthly tin output 
reached 4,580 metric tons, as compared 
with the monthly average output of 
6,830 metric tons in 1940. 

Other mineral products mined in 
Malaya before the war were gold, iron, 
coal, tungsten, manganese and bauxite. 
The coal mines are situated at Batu 
Arang about 30 miles north of Kuala 
Lampur. The equipment on the mines 
suffered severe losses during the occu- 
pation and cost of replacement was es- 
timated at about M $4,000,000. Iron ore 
was obtained by the Japanese in large 
quantities in Trengganu before the war 
and was mostly shipped to Japan. After 
the re-occupation, production of iron 
cre was very small. 

Besides rubber and tin, the copra and 
pineapple processing industries ranked 
next in importance. In the case of 
Singapore, the port is more important 
as an entrepot rather than as a produc- 
ing centre. After the re-occupation, in- 
dustrial rehabilitation was hampered 
by labour unrest which was due to the 
shortage of food supply and the general 
demoralization as a result of the Jap- 
anese occupation. Progress was never- 
theless made during the post-war years. 
Among the more important industries 
which were re-established during 1946 
were engineering yards, a tin smelting 
plant, oil mills, breweries, distilleries, 
rubber milling factories, rubber works, 
ice works, sago factories, soap factories, 
boat-building yards, brick works and 
aerated water factories. 


Philippines 


__ The principal metals produced in the 
Philippines were gold, silver, iron ore, 
chrome, manganese ore, copper ore and 


concentrates. 


copper concentrates. Almost all mines 
suffered heavy damages during the war 
and many of them may never be open- 
ed again. In the pre-war years, gold 
was by far the most important product 
in the Philippine mining industry. In 
the period 1936-40, gold output aver- 
aged about U.S.$30 million per annum. 
During the Japanese occupation, the 
mines were flooded and most of the 
equipment dismantled or destroyed. 
Recovery was not easy in view of the 
current shortage of new equipment and 
machinery. The production of gold in 
1946 was reported to be merely 32.8 
kilogrammes, as compared with about 
28,000 kilogrammes in 1938. Substan- 
tial improvements were made in 1947 
—-three gold lode mines and one placer 
dredge were put back into operation 
from a total of 50 in 1947, and by Octo- 


ber 1947 the production was running at 


the rate U.S.$3 million a year (at U.S. 
$35 per ounce) or less than 10 per cent 
of the pre-war volume. The 1948 out- 
put was expected to be much larger 
than that of 1947. 

The production of iron ore reached 
1,121,461 metric tons in 1940, but com- 
pletely stopped after the war. Authen- 
tic estimates have placed the Philip- 
uine iron ore reserves as ranging be- 
tween 11,000,000 and 22,000,000 tons of 
60 per cent or more metal content, and 
approximately 1,000,000,000 of 
lateritic Surigao ore which averages 
57.76 per cent iron, as mined, and 70 
per cent on the dry basis. The produc- 
tion of iron ore in the Philippines is 
therefore capable of revival and even 
considerable expansion, especially in 


_ Northern Mindanao, where the most ex- 


tensive known iron deposits are owned 
by the Government. 

Other metals produced before the 
war were copper ore and concentrate, 
chrome, manganese ore and lead con- 
centrate. Before the war, copper con- 
centrates were produced as main pro- 
ducts of gold mining operations. The 
fall in gold production, therefore, re- 
duced sharply the supply of copper 
The chrome and man- 
ganese mines have been revived to 
some extent, the output of 1947 being 
5,694 and 3,375 metric tons respective- 
ly, as compared with 66,910 and 49,359 
metric tons in 1938. 

The pre-war production of coal; was 
small, mostly from the Liguan Mines, 
Batan Island. In 1938, the coal output 
amounted to 41,000 metric tons, which 
met only a small fraction of the domes- 
tic demand. About 250,000 tons of for- 


eign coal were imported in 1938. The 


output of the first six months of 1947 


Was estimated at 49,786 tons. 


The manufacturing industry in the 
Philippines is mainly confined to the 
processing of agricultural products, 
such as sugar centrals, rice mills, coco- 
nut mills, rope and cordage making, 
tobacco factories, etc. There were four 
textile mills, together with some 200 
units of home weavers, in operation 
prior to the war, with a total annual 
production of about 22 million metres. 
Three of these mills were totally des- 
troyed during the war. The production 
of cotton yarn and cloth in 1946 by the 
textile mills of the National Develop- 
ment Company, the only company 
which has resumed production, was 610 
metric tons and 2,800,000 metres 


-although there were 


respectively, as compared with 1,920’ 
tons and 10,400,000 metres in 1941. 

Electric power produced in 1938: 
amounted to 208.7 million K.W.H. of* 
which 160.9 million were actually sold. 
The total electric power produced after 
the war was not known, but the pro- 
duction of the American-owned Manila 
Electric Company, the largest producer 
of electricity in the island accounting; 
for about 75 per cent of the estimated 
total generating capacity in 1940, show- 
ed an increase from the monthly aver- 
age output of 15 million K.W.H. in 1941. 

Serving as a blueprint for industrial: 
development in the Philippine Islands, 
a comprehensive report was issued by~ 
the technical staff of the National De- 
velopment Company under the super-. 
vision of the H. E. Beyster Corpor-- 
ation of the U.S.A. in October i947. 
popularly known as the “Beyster Re-. 
port.” The main feature of the pro- 
gramme is the decentralization of the- 
industries for strategic reasons and the 
provision of the people in all regions 
with an opportunity for employment in 
the factories and plants to be establish- 
ed. Two programmes, one short-range’ 
involving a total expenditure of P.. 
40,980,000, and the other long-range, 
covering a period from 10 to 15 years,. 
are envisaged. 

By the end of 1947, preparations 
were made to set into motion 12 of the: 
approximately 50 different types of in- 
dustries recommended in the Report. 
These include the rehabilitation of the: 
Insular Sugar Refining Corporation; a° 
nail factory, a sawmill, a paper plant, 
a finishing mill, a sash and door plant, 
livestock industry, rice and corn pro-- 
jects, expansion of the government tex- 
tile mill; a plywood plant; and fishing 
boat building. 


Siam 


_ Siam has long been a large producer 
of tin. Since the signing of the Inter- 
national Tin Control Agreement in. 
1937, the country became the fourth 
largest producer of tin in the world. 
From 1939 onwards, the standard ton- 
nage allotted was 18,628 metric tons. 
(metal content of ore) with additional 
buffer stock quotas. Most of the tin 
dredges were operated by the British. 
and Australian mining companies _be- 
fore 1941. A large part of Siam’s_ tin 
ore was shipped to Penang for smelting, 
several small 
smelters in Siam, operated by the Chin- 
ese. In the latter part of 1946, an. 
agreement was signed by Siam, Aus-- 
tralia, Great Britain and the United 
States providing for the disposition of 
tin stock and ores that had accumulat-. 
ed in Siam during the period of Japan. 
ese occupation, the allocation of pur- 
chase quotas of tin metal and ores be- 
tween Great Britain and the United 
States, and compensation to the British 
and Australian mine owners for losses. 
suffered under the Japanese occupation. 
The agreement, which was to be in. 
force for three months and was sub-. 
sequently extended, terminated on. 
September 30, 1947, after which the 
question of allocation of tin metals and 
ores was separated from the settlement 
of war claims. Because of these proce-. 
dural and administrative difficulties, in. 
addition to shortages of equipment anc 


‘part of the thirties. 
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parts, tin mining in Siam has not yet 
keen fully rehabilitated. 

In the pre-war years, considerable 
quantities of wolfram or tungsten were 
produced, mainly as by-products of tin 
mining. With the fall in tin production, 


‘the output of tungsten was also re- 


duced. 

Besides rice mills and saw mills, 
Siam’s industrial production is con- 
fined to a few commodities, namely, 
cigare‘tes, cement, sugar, matches, and 
newsprint, mostly for local consump- 
tion, although small exports to other 
Far Eastern areas were not unknown. 
Total cigarette production in 1947 was 
estimated at 2,500 million, but since 
October 9, 1947, the manufacture of 
cigarettes was placed under _ state 
monopoly. There is one modern-equip- 
ped cement factory in Siam. Output 
in 1940 was estimated at 100,000 metric 
tons. The production of newsprint 
reached the 1ecord high of 2,283 tons 
in 1941, but dropped to 256 and 490 
tons in 1945 and 1946 respectively. 

The total electric power produced in 
Siam amounted to 46,220 and 49,241 
thousand K.W.H. in i941 and 1942 
respectively. It fell to 20,700 and 11,675 
thousand K.W.H. in 1944 and 1945 
respectively. The year 1946 saw a re- 
vival to 33,261 thousand K.W.H. As 
Bangkok alone produced about 39,637,- 
C00 K.W.H. in 1947, the total production 
of electric power in Siam in 1947 ap- 
peared to have increased substantially 
over the preceding years. 


FUTURE DEVELOPMENT OF MIN- 
ING & INDUSTRY | 


GOVERNMENT PLANNING 


Contrary to private and unconcerted 


individual action which was the rule of 


economic development up to World 
War I, government planning has been 
the order of the day since the latter 
In Asia and the 
Far East, some of the countries had 
developmental plans put into effect in 
the late thirties, only to be interrupted 


~ by the war; some countries made plan- 


ning during the war in anticipation of 
the peace-time to come; and still some 
started planning after the end of the 
war or on their attainment of political 
independence. These plans, drawn up 
by the central government with © or 
without the participation of private 
business, usually cover the whole eco- 
nomic life, and are not specifically con- 
cerned with industrial development, al- 
though industrialization or economic 
diversification is their main objective. 

Indonesia has an industrial develop- 
ment plan in progress, which would 
follow the principles laid down in the 
“Industrial-political outline for Indo- 
nesia.”’ 

Owing to their position as an entre- 
pot rather than a_ producing centre, 
Hong Kong and Singapore do not feel 
the need of planning for industrial de- 
velopment, while the Malayan Union, 


preoccupied with rehabilitating mines 


and estates, has not yet made attempts 
to plan for future economic develop- 
ment. 

Japan and Korea, under allied mili- 
tary occupation, are already under 
rigid system of control and planning. 


On the withdrawal of the controlling 


power the governments of both coun- 
tries will no doubt continue to enforce 
some kind of economic planning in or- 
der to tide over the difficulties. It is, 
therefore, apparent that government 
planning is the most important factor 
which should be taken into considera- 
tion in the study of the future develop- 
ment of mining and industry. 


STATE ENTERPRISES 


Related to government planning is 
the widening scope of government act- 
ivities in business. The increasing role 
played by government in business was 
already apparent during the World De- 
pression since 1929. The tendency of 
the government going into business has 
been made more evident since the end 
of war. On account of heavy losses to 
private property and also as a logical 
extension of the wartime powers of the 
government, the task of recovery and 
rehabilitation was largely performed by 
the government itself. In addition to 


expediency, there is a definite demand 


stantial 


from the people for the nationalization 
of large enterprises which affect the 
general welfare of the nation. In res- 
ponse to this sentiment, some govern- 
ments are planning to take over those 
private industries which hold a_ key 
position in the national economy. Fur- 
thermore, in order to hasten the tempo 
of economic development, it is deemed 
necessary for the government to take 
active part in the exploitation of nat- 
ural resources and the supply of basic 
materials. For all these reasons, a sub- 
portion of production and 
distribution is now carried on by the 
government-controlled corporations. 


In Burma, for instance, various 
Boards, such as the State Oil Industry 
Board, the Mineral Produce Marketing 
Board and the Hydro-Electricity Board 
were established with the ultimate view 
of achieving State Socialism. 


In China, the Na‘ional Resources 
Commission, a department of the Cen- 
tral Government, contributed about 36 
per cent of coal production, 65 per cent 
of electricity, and 35 per cent of tin in 
1947. The China Textile Industries 
Inc., a government corporation, control- 


-led 39 per cent of the total spindles 


and 57 per cent of the total looms in 
the country and produced about 42 per 
cent of cotton yarn in 1947; and as of 
September 1947, about 28 per cent of 
the total tonnage of sea and river-going 
vessels was in the hands of the state- 
owned shipping companies. 

In Indo-China, the policy of state- 
controlled colonial development was 
well known before the War. The Cen- 
tral Government had a large interest 
in the transportation and electric power 
production. 

The Dutch Government in Indonesia 
Was a large investor and owner of 
many of the leading enterprises before 
the war. In 1932, 8 per cent and al- 
most 10 per cent in more recent years 
of the state income came from business 
enterprises. Both the Dutch and the 
Republican authorities will assign to 
the government the major portion of 
the responsibility for the development 
of the Indonesian economy. 


In the Philippines, the National De- 
velopment Company, founded by the 
Government in 1937 with a_ paid-up 
capital of 26,411,300: pesos,: acts as the 
main government agency te execute the 
industrial developmental programme. 
The charter permits the Company toe 
engage in any kind of business enter- 
prise which is calculated to bring about 
a rapid but systematic development of 
resources, or in which private capital 
has not been invested. It has organized 
several subsidiaries including the Na- 
tional Food Products. Corporation, 
National Rice and Corn Corporation, 
National Warehousing Corporation, 
National Footwear Corporation, Cebu 
Portland Cement Company, and Insular 
Sugar Refining Corporation. There are 
other minor government corporations 
and agencies, such as the National 
Abaca and Other Fibres Corporation, 
National Coconut Corporation, and 
National Rice and Corn Corporation. 
The last-named cerporation was pre- 
viously a branch of the National De- 
velopment Company, but has recently 
been converted into an independent or- 
ganization. These government corpora- 
tions, though not created to compete 
with private capital, will no doubt ex- 
ercise important influence on the Phi- 
lippines economy. 

In Siam, the Government also took 
an active part in establishing new in- 
dustries even before the war. In 1937- 
28, the government spent 1,25 million 
baht for the development of the sugar 
industry and secured a_ controlling 
share in the holding company of sugar. 
Among the government enterprises of 
Siam the most noted are a paper fac- 
tory in Kanchanaburi,:a distillery at 
Bangyikhan, a modern weaving mill, to 
which a dye-works is attached. It is 
reported that the Siamese Government 
is planning to construct a textile fac- 
tory in one of the north-éastern pro- 
vinees. 

While there is a strong case for the 
government to take part in business, it 
is yet uncertain what would be the line 
of division between the government and 
private enterprises, and most private 
businessmen are demanding that a de- 
finite policy be promulgated by the 
government in its relation with the pri- 
vate industries. 


FOREIGN CAPITAL 


In the face of expanded government . 
activities in business and increased con- 
trol and planning over economic life by | 
the state, the problem of foreign capital 
assumes special significance in the 
post-war period. Owing to technological 
backwardness as well as special pol- 
itical ties, almost all countries in the 
Far East owed their initial stage of 
industrial and mineral development toe 
foreign enterprises. 

According to the estimates for years 
varying from 1935 to 1939, the total for- 
eign investments, in Burma, Indo 
China, Indonesia, Malaya, the Philip- 


pines, and Siam, excluding those made 


by the Chinese residents, amounted to 
U.S.$3,836 million, of which U.S.$2,715 
million were entrepreneur investments. 
In Burma, the exploitation of petroleum 
was almost exclusively in the hands of 
three great corporations,.the Burman 
Oil Company, the British Burma Petro- 
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leum Company, and ‘the ‘Burma’ Shell 
Oi Storagé''and Distributing Company 
of India.’ Lé%d, ‘silver,'''zinc, copper,’ 
nickel, and’ some’ iron ‘wete exploited’ by 
a British firm, the Burma Corporation, 
i4d. Tin and tungsten were exploited 
by the Tavoy Tin Dredging Corpora- 
tion. the Anglo-Burma Tin Corporation, 
‘the Consolidated Tin Mines of Burma, 
lid.. and the High Speed Steel Alloys 
Mining Company, all of which were 
In China, before the outbreak of the 
Sino-Japanese War in 1937, foreign cori- 
trolled coal mines supplied ‘almost half 
af China’s total annual = production: 
most of iron mining in China Proper 
was controlled by Japanese capital; and 
in the modern cotton textile industry, 
British and Japanese capital controlled 
almost half of the spindles ‘and almost 
58 per cent of the looms. 


im Indo-China, the main producers of | 


minerals were great French corpora- 
tioms such as the Societe Francaise des 
Charbonnages du Tonkin at Hongay, 
the Compagnie Miniere et Metallurgi- 
que de |’Indo-Chine with mines at Cho- 
Gien and foundries near Haiphong, the 
Societe des Etains et Wolfram du Ton- 
kin, and the Societe des Ciments de 
Vindo-Chine in’ Haiphong. From 1885 
fo 1940, total investments of French 
capital in. Indo-China were estimated at 
5,288 million piastres of 1939, that is 
(.8.$1,130 million. 

im Indonesia, foreign entrepreneur 
mvestments in 1937 were estimated at 


GS$$1,411 million, of which US$1,040. 


eailion was from the Dutch investors, 
and U.S.$200 millhion from the British. 
im Malaya, the total foreign entre- 
preneur investments were estimated at 
11$.$372 million, exclusive of the Chi- 
nese investments which were placed at 
million. The British’ portion 
was well over 70 per cent of the total 
business investment. In the former 
Federated Malay States, about 40 Bri- 
tish companies with a capital of eight 
to nine million pounds sterling were en- 
gaged in tin-dredging, while tin smelt- 
ing was dominated by the Straits Trad- 
ing Company and the Eastern Smelting 

y. both of which were British 

The most important single gold 
mine in Malaya was owned by the 
Raub-Australian Gold Mining Com- 
pany, Lid. 

In the Philippines, total foreign direct 
investments in 1936 were estimated at 
0S.$315 million of which U.S.$163 mil- 
ion was American and U.S.$90 million, 
Spanish. American capital held a key 
position in gold mines, public utilities 
and the sugar industry. Spanish inter- 
ests were also large in gold mines and 

In Siam, foreign investments were 
estimated at U.:S.$124 million in 1938, 
of which US.$90 million was in entre- 
preneur investment. Tin-dredging was 
mainly in the hands of the English and 
the Australian companies, while most 
of the rice mills and part of the saw 
mills were Chinese. 

i the war, considerable losses 
were suffered by foreign enterprises, 
but owing to their large resources, the 
Progress im rehabilitation and recovery 
of foreign enterprises did not compare 
anfavourably with other enterprises. 
The new problem that is facing the 
countries of the Far East is the proper 


THE FUTURE OF AMERICAN—CHINESE RELATIONS 
WRITING OFF THE CHIANG KAI-SHEK REGIME 


. The current acute political and 

_ military crisis in China is con- 
. fronting the U.S. Government and 
the American people with the al- 
., ternative of either taking an 
active part in the civil war of 
China on the side of the tottering 
Nanking regime or writing off the 
government of Chiang Kai-shek 
and let events take their course. 
It appears that the U.S. Govern- 
ment have resolved to disentangle 
America from the upheaval in 

- China. One of the best qualified 
American experts on Far Eastern 
affairs, Mr. Nathaniel Peffer, in a 
‘ recent issue of the New York 
Times Magazine, outlines’ the 
choice which the U.S. today face 

’ in China and he comes to the con- 
clusion that America must write 
off the present regime headed by 
Generalissimo Chiang and thus 
retain full freedom of action in 
the Far East. Mr. Peffer’s views 
are usually shared by the leading 


officials in Washington and _ his 
articles often interpret, for the 
_ American people, the intentions 


and policies of the U.S. Adminis- 

tration. Mr. Nathaniel  Peffer’s 

outline of the crisis in China and 

the American attitude and exrpect- 

ed policy vis-a-vis China. follows. 


The two salient facts are, first, that 
China is now being drawn into the 
Communist orbit and, second, that 
America, since it has been supporting, 
even underwriting, the Chiang Kai- 
shek government, has suffered a severe 
reverse. In consequence. America 
must decide whether to accept the 
reverse and write off the loss, or try 
to arrest further drift into the Com- 
munist orbit, however great the risk 


‘entailed. 


The: question now is whether a coun- 
try with one-fifth of the world’s popu- 
lation and one of the largest land 
masses of the globe is to become 3a 
satellite of Moscow, at Moscow’s dis- 
posal politically, as are Poland, 
Rumania, Bulgaria and Hungary, and 
perhaps at Moscow’s disposal, too, for 
military purposes. America must 
choose between waiting to see if the 
danger materializes into reality, and 
taking appropriate action now to fore- 


stall it. 


place to be given to foreign enterprises 
in national planning. It is generally re- 


cognized that foreign capital is very 


much in need and, in some countries, 
even indispensable for the execution of 
the developmental programmes. But on 
the other hand, the national govern- 
ments will naturally reserve the right 
to exercise due control cver all private 
business activities in the interests of 
the nation as a whole. The manner in 
which the existing foreign enterprises 
are treated, therefore, will be a delicate 
problem, the’ solution of which may 
well affect the future flow of capital 
from the industrially advanced coun- 
tries to the Far East and South East 
Asia. 


The amount at any 


4 


This necessity for choice is not. new. 
It is not wholly the result of the disas- 
ter to Nanking’s arms in the last two 
weeks, Nanking’s apparently  sen- 
sational defeats have only given it 
dramatic accent. To those with any 


experience in China it has long been 


obvious that Manchuria would fall 
and that North China could not be 
held. 

* * 

But because the process of the Nan- 
king government’s’ deterioration was 
slow, though steady, it was _ possible 
for America to evade clear de- 
cision, to continue neither getting out 
nor getting in, to postpone unpleasant 
choice by throwing Nationalist China 
periodic “sops’ in the form of finan- 
cial “aid,” enough to keep it from col- 
lapsing at the moment and not enough 
to give it something on which to stand. 
one time was 
small, but the total exceeds two billion 
dollars, and @hina is worse off than 
at the beginning. 

Now the cumulative effect of de- 
terioration has begun to tell. The 
foundation, sapped little by little over 


a long time, is suddenly giving way. 


-gime, carrying perhaps 


The Chinese are not _ particularly 
shocked, having expected it for a long 
time and _ discounted it. America, 
however, in shocked. And in a sense 
the Chinese government’s debacle is 
not an unmixed evil for America. It 
presents an issue that can no longer 
be dodged. 

What will happen in China no one 
can foretell in detail, but the general 
direction is unmistakable. The one 
certainty is that the Chiang Kai-shek 
government is tottering. Unless shor- 
ed up from without—and this means 
buttressing on a scale not yet attempt- 
ed or even considered—it will fall or 
at best survive as a small local re- 
international 
recognition but’ exercising no author- 
ity outside its immediate environs. 


What will succeed the Nationalist 
government is not so clear. There 
may be a coalition in name only. Two 
years ago, when General Marshall 
was striving for a genuine settlement, 
there might have been a genuine 
coalition, that is, a government re-— 
presenting all parties and schools of 
opinion. But at first the Nationalist 
government would have none of it 
and later, when the Nationalist gov- | 
ernment began to sag, the Communists 
saw no advantage in it. Today, a 
coalition government would be a Com- 
munist government with a few non- 
Communists -for decorative effect. For 
practical purposes, whatever the  of- 
ficial government, the Communists 
will soon exercise power over at least 
half the country and before long quite 
likely over the whole country. 

This has an internal and = an 
external aspect. The internal is the 
less serious. So far as the rest of the 
world is concerned it is mainly a 
matter of philosophical interest whe- 
ther the Chinese order their economic 
affairs on a collectivist principle or 
an Adam Smith principle, so long as 
the Chinese alone are affected. 


| 

| 
| 
| 
| 
| 
| 
| 
| 
i 
| 
| 
} 
| 
| 


FAR EASTERN ECONOMIC REVIEW 


651 


What matters to the rest of the 
world is whether China is arrayed in 
a coalition which is a power bloc as 
well as an exemplar of a social phi- 
losophy. In a few words, what mat- 
ters is whether China will become an- 
other satellite of Russia or at least 
an arm of Russian foreign policy. 

Which it will be no one who is free 
from prejudice can answer now with 
certainty. One can, as a matter of 
fact, be more confident that China 
will not be a Communist society at 
the outset than that it will not be a 
Russian satellite. The Chinese Com- 
munists have long made their _ pro- 
gram known, and there is no reason 
to disbelieve them, since it is not 
calculated to win them friends in the 
non-Communist world. For one thing, 
they repudiate the pleasant notions 
that they were only agrarian  refor- 
mers. They admit bluntly and with- 
out pressing that they are Marxists and 
that their aim is a Marxist society in 
China. 

But the Communists know that 
China, as an unindustrialized country 
lacking in technological experience 
and surplus capital, must go through 
several transitional phases before it 
can arrive at genuine communization. 
These phases include a fairly high de- 
gree of private ownership and 
management and a degree of political 


democracy. There would be a mixed. 


economy, with both state ownership 
and private cwnership in smaller en- 
terprises and there would be for a 


time representative political institu- 
tions. 

* * a 

On the external aspect there is 
more cause for doubt and concern. 


The Communist leaders maintain or 
used to maintain that while they have 
a philosophical affinity with Russia, 
their role in world affairs would te 
Chinese and autonomous. 
becomes acceptable only with reser- 
vations now that America has armed 
and subsidized their enemies, and now 


that the Russian-American cleavage 
cuts across the whole world. , 
Yet there are still some grounds 


for believing that the Chinese Com- 
munists would remain their own mas- 
ters. In this connection the _ Tito 
episode may be significant. In so far 
as Serb nationalism has played a part 
in Yugoslav intransigence, there is 
reason for hope from a Communist 
China. Chinese nationalism is as self- 
conscious ag Serb nationalism. There 
- is in China no element of instinctive 
kinship with Russia such as the Serbs 
feel as Slavs. On the contrary, there 


is an instinctive suspicion of all white ~ 


powers. 


Further, the Chinese Communist 
party has been established long’ en- 
ough and was cut off fom Russia long 
enough to have become nationalized 
in a way that no cther Communist 
party is outside Russia. The Chinese 
Communist leaders have worked out 
their own theories, their own  pro- 
gram for nearly thirty years; it is far 
from certain that when (finally — suc- 
cessful after a long struggle they will 
immediately surrender control of their 
Own movement. 

More important, the success of Com- 


This thesis | 


munism. in China is conditional on in- 


dustrialization and modernization, 
Which in turn are _ conditional on 
capital goods obtained on _ credit, 


which in turn can come only . from 
America. There would thus be some 
reason for not antagonizing America 
by too close an affiliation with Russia. 


Against all this, however, is the fact 
that the propaganda of the Chinese 
Communists in the last two years has 
been in exact harmony with that of 


Russia. It has become more virulently 


anti-American as Russian-American 
relations have worsened. While it is 
true that American help for Chiang 
Kai-shek has given the Communists 
a grievance of their. own, it is also 
true that in content, direction and in- 
tensity, their propaganda has more 
closely reflected America’s relations 
with Russia than America’s relations 
with China. And if the division of 
the world into two camps becomes 
sharper, there is at the very least:a 
fair presumption that the Chinese 
Communists will conclude that no 
country can stay neutral and_ that 
therefore China must array itself with 


Russia. 
* > x 


In that case the consequences for 
all of Eastern Asia would be fateful. 
Russia would hold sway from the 
Adriatic to the Pacific. American 
prestige would be one of the victims. 
Whatever the reason may have been-- 
whether in anticipation of China's 
economic potentialities when indus- 
trially developed or in fear of threat 
from a strong power established on 
the opposite shore of the Pacific or 
just in reluctance to abandon a 
diplomatic position once taken—the 
fact is that America has for decades 


assumed the role of sponsor and 
guarantor of China’s sovereignty. 
Thus, national prestige is involved, 


and at a time when the world is ap- 
parently dividing into two camps and 
prestige is not only a token but a 
political weapon. 

China has been and is the magnetic 
center of Eastern Asia, drawing to 
itself all that lies around and beyond 
it with almost polar force. It is dif- 
ficult to conceive of China being at- 
tached to Russia even after the man- 
ner of the Balkans, without the rest 
of Eastern Asia, if not all Asia, fol- 
lowing after it as if pulled by gravit- 
ation. 


Economically Eastern Asia at least 
would be seguestered from the rest of 
the world. It would be for Russia to 
develop its resources, to transmute 
them into military potential and then 
to confront the Western world with 
a Eurasia integrated for whatever 
purpose Moscow elected. It would be 
the most pow2rful empire known to 
man, the Roman and British not ex- 
cepted. 

What must we in America do? -One 
thing is now beyond argument: the 
course followed up to the present has 
been futile. To continue it would be 
dangerous as well as futile. Doling 
out money to Chiang Kai-shek is use- 
less. Money will not keep his govern- 
ment from falling. Neither will arms. 
As a matter of fact the Chinese Com- 


munists now are’ fighting with Amer- 
ican. arms they have captured from 
the Nationalists, and -the more arms 


we send Chiang Kai-shek the mo 
the Communists will have. és 


Military “advisers” to ‘train Chinese 


soldiers for efficiency in the future are 

in being wi . Wiped t oO 
captured before thea: 
. The inescapable fact is that the 
Nationalist armies are irrecoverably 
beaten and must be written off. And 
the | Nanking government cannot sur- 
vive by its own efforts alone or by 
its own efforts reinforced by -America. 


America can no longer temporize 
or postpone choice by resort to finan- 
cial driblets. One of two things must 
be done, and the effectiveness of 
elther will be in proportion to the ex- 
peditiousness with which it is done. 
Either China must be written off or 
America must intervene in full force. 
Let us consider the cases for each al- 
ternative. 

The first choice means. acceptance 
of Communist rule over China with 
the probability that China will then 
adhere to the Russian bloc. In th¢e 


case America must count on one of 


two things: either that there will be 
a general settlement with Russia on 
a ‘worldwide basis or that, if conflict 
is inescapable, America will seek de- 


cision in the West rather than in Asia. 


This means, of course, letting Asia go 
to Russia by default in advance. 

If that risk is deemed too great— 
and a good case can be made for ‘such 
a position—then the only other course 
is to interdict Communist control 
over China and to take effective 
measures to that end. That means 
sending in a large force of American 
troops with corresponding armament, 
taking up positions in North China 
and informing the Communists that 
they advance further at their peril. 
It means exercising unofficial but 
effective control over the Nationalist 
army, both as to command and  or- 
ganization. It means supervision over 
the government itself much more 
closely than in Greece, for example. 
It means, in short, taking over China 
until the ©Communist danger is 
eliminated or the differences with 
Russia are settled, with or witnout 
war. 

That large numbers of the Chinese 
people would be _ hostile to such an 
intervention, including many who are 
not Communists, is self-evident. But 
that, risk would have to be run. That 


the Russians might respond in kind, 


sending their own troops into Man- 
churia and North China to stiffen up 
the Communists there, is also possible, 
if not probable. That risk too, would 
have to. be run. At any rate the bur- 
den.of decision would be put on Rus- 
sla. 

But in that way alone can the Nan- 
king government be saved and Com- 
munist control over at least half of 


China frustrated. “Aid,” it must again 


be emphasized, will not serve. It has 
already aggravated the situation. We 
have only alienated large groups in 
China who resent alien intrusion into 
their affairs for any purpose. and 
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who hold us. responsible for prolong- 
ing the civil war. All there is to show 
for our efforts now is so much Amer- 
taxpayers’ money thrown away. 


What has. come about is 
but can no longer be helped. To refuse 
to face it.makes it even worse.:-A 
balance of risks has to be drawn and 
an equation stated. Put otherwise, 
we have two evils to choose froin. 

We have only to decide which is the 
lesser. Manifestly that is not easy. 
Not all the factors are calculable now. 

On the most detached. appraisal, 
however, it .is. difficult to refute the 
argument that in the event of war 
with Russia: China would be a liability 
rather than an asset. The Chinese 
army would be an incubus. The safest 
course would be to sequester it and 
to set about training an entirely new 
one in the expectation that the war 
would last several years. Meanwhile 
American forces would have to ‘face 
a trained, battlehardened Chinese 
Communist army in addition 
Russan army. They would be fighting 
in territory in which at least a large 
part of the population would be hos- 
tile. That the Chinese Communists 
would be more successful than we in 
winning adherents among the Chinese 
populace goes without saying. They 
are Chinese and we aliens; they are 
in their own land and they can use 
the language, as we cannot. The ad- 
vantages of logistics would be on -the 
Chinese Communist and Russian side, 
of course. In fact, for America the 
logistical | disadvantages would be al- 
most insuperable. : 


There is one further objection, less 
logical but more compelling. It is 
American - public opinion. That: the 
American people could be induced to 
support a large-scale expedition ‘to 
_ China now; at the risk of immediate 
war, is fanciful, no matter what the 
rational calculations may be. If this 
were a dictatorship, it might be man- 
aged. But it is not, and the American 
people have never gone to war on a 
coolly reasoned intellectual decision 
when the circumstances did not force 
a decision automatically. 
considerations’ into account, it seems 
wiser then not to draw the issue with 
Russia over China. This does not 
entail complete renunciation. There 
are positive as well as. negative ar- 
guments for abstaining. For one thing, 
it must be repeated that it cannot yet be 
considered foreordained that the 
Chinese Communists will resign them- 
selves and'their country to Russian 
‘jurisdiction. Their revolution has 
been nationalistic as well as social 
from the beginning. They may prefer 
to detach themselves from all  coal- 


itions, to retain control over their 
own destiny and devote themselves 
first of all to making the country 


strong, to working out their political and 
social system in their own way and: on 
their own motive power. They may 
therefore ‘rafuse to attach China as 
a tail to the. Russian kite, to be raised 
2nd dropped with the winds of Mos- 
eow’s foreign policy. 

If the worst comes to the ee and 
the Communists should elect to acthere 


to a. 


for 


work themselves out one way or the 
_ Other. 


Japan, 


forcible 


MANCHURIA & NORTH CHINA REPORTS 


-- A number of large 
cities are now administered by the 
North China People’s Government 
which is dominated by the Chinese 
Communist Party (CCP) and reports 
from there, arriving by mail, suggest 
that life continues there as_ usual. 
Letters from Tsinan, Kaifeng, Loyang. 
Taiyuan, Paoting, Changte etc. con- 
firm that commerce and _ production 
are uninterrupted and that the new 
municipalities refrain from interfering 
with the legitimate business of mer- 
chants, factory owners, . shopkeepers 
and native bank firms. The  posses- 
sion of gold, silver and foreign cur- 
rencies is permitted and there are no 
restrictions for exchange at market 
rates. 
The new authorities try to live up 
to the name which they have _ given 
themselves, namely “People’s  Liber- 
ation” administration. For the popu- 
lation in the CCP-controlled areas the 
civil war is practically over and re- 
habilitation is starting with the char- 


and populous 


acteristic resilience of the Chinese 
farmers and traders... Contact with the 
outside world is difficult because of 


the Kuomintang armies’ blockade and 


te the Russian bloc, it will neverthe- 
less take them years just to recruit 
and train enough men for the _ ad- 
ministrative machinery. It will take 
them years to solve the agrarian pro- 
blem and to make a start toward in- 
dustrialization, without which China’s 
manpower will be the raw material of 
a military machine and not the finish- 
ed product. 


* 
there will be time 
Russian-American differences’ to 


In the interval 


Those differences are world- 
wide and they are therefore susceptible 
to settlement by compromise on 
a world basis, one in which China, 
Korea and the whole of the 
Far East will fall naturally into place. 
If not, and collision proves unavoid- 
able, it would be better for America 
to take as its main theatre of action 
one in which we should have ailies 
that can be counted on and where the 
physical conditions would be less un- 
favorable to ourselves. 

There are then, three things Amer- 
ica can do. One is to continue as it 
has, frittering away money in the 
name of aid, which has already prov- 
ed useless and must be abandoned at 
once. The other two are to make a 
intervention in China now, 
in effect taking over the country, or 
to do nothing at all and let come what 
may. Neither is desirable. Neither 
is without risk. But on balance it is 
sounder if only by a process ‘of elimin- 
ation, to forego intervention and let 
events take their course, meanwhile 
retaining full freedom of action. It 
will still be open to us to take any 


‘measures at any time that develop- 
‘ments in the Far East 


call for, and 
we can do so then on our own 
initiative, free of encumbrances and 
not forced by hostages we have un- 


wittingly given. 


dustrial activity 


the absence of a foreign trade machin- 
ery in North China. 

The new Goverment in North China 
appears anxious to resume foreign 
commerce but it is confronted by dif- 
ficulties engendered by the civil war 
and the non-existence of foreign mer- 
chants. Those trading companies 
which will establish offices in North 
China as soon as_ such is practicable 
are certain to reap great profits; much 
native produce is piling up in North 
China waiting for export and the pro- 
ceeds should all go into purchases of 
commodities from abroad. 

It is pointless to delve into economic 
theories held or not held by the CCP 
—the facts of the situation are that 
the North China People’s Govt. en- 
courages private trade and private en- 
terprise, desires to develop foreign 
trade and does not show any sign of 
interference with commercial and in- 
of the population. 
What goes on in the country, where 
land reform is carried out by expro- 
priation of the big landowners’ with 
others receiving compensation, is an- 
other matter. But the redistribution 
of land to the farmers is expected to 


yield by far larger crops and thus the 


export potential of North China is 
anticipated to increase. It is after all 
largely agricultural and livestock pro- 
duce which accounts for most of 
China’s exports while the manufactur- 
ing industries, today and for many 
years to come, will at best turn out 
eheap. consumer goods for the native — 
population and, to a small extent, 
also for the less developed parts of 
the Far East, the Middle East and 
Africa. 


Record of the New Govt. 


The Chinese people, by and large, are 
not interested in politics and are 
satisfied when living conditions are 
not too hard, food is available at not 
too extortionate cost and the author- 
ities: do not plague the common man 
with too many regulations and taxes. 
After the many years of insecurity, 
fighting, poverty and suffering the in- 
habitants of the CCP-controlied pro- 
vinces in North China are once again 
settling down to a more normal pursuit 
of business, and they find that the new 
authorities are anxious to create and 
maintain good will and trust among the 


people. The overdose of anti-Com- 
munist propaganda has done _ the: 
Kuomintang more harm than good; 


the fantastic reports, emanating from 
Nanking, about the alleged savagery 
and cannibalism of the Communists 
have only resulted in discredit to the 
Kuomintang whose extravagance 
boomeranged when the Communist 
authorities started to take over and 
administer. The good record of CCP > 
government in the “liberated” areas 
has been taken note of in Central and 
South China cities where the popu- 
lation is now no longer influenced by 
the crude atrocity stories spread by 
a rather simple-minded propaganda 
machine, 

With regard to the attitude vis-a-vis 
foreigners, the North China and Man- 
churia (North East) authorities show 
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Sreat care not to deal unfairly with 
European and American residents. 
Some isolated anti-foreign incidents 
were reported but they were strongly 
disapproved by the authorities who, 
with some justification, blamed them 
on the Kuominting-fostered xenopho- 
bic indoctrination of the masses. Com- 
munists, wherever they are, adhere 
‘to the principle of internationalism 
and discrimination against foreigners 
is regarded by the CCP, equally with 
racial and religious. intolerance, as a 
crime. In the present period, the CCP- 
controlled North China People’s Govt. 
is trying to encourage foreign enter- 
prise and investment in China—stress- 
ing, quite naturally, that the principle 
of equality is to be observed, that is 
to say that there will be no favour- 
itism for foreigners and that nationals 
of such countries which do not re- 
‘cognise the newly established author- 
ities in Manchuria and North China 
cannot be permitted to trade and do 
‘business in China. However, excep- 
tions are made as regards such for- 
eign nationals who disavow their res- 
‘pective governments’ anti-Communist 
attitude. 


Trade with Manchuria 


Trade between hongkong and Man- 
churia has resumed some months ago 
via Northern Korea. As no ocean 
communications are as yet possible 
between the Manchurian ports and 
foreign countries several local mer- 
chants went themselves or sent their 
representatives to North Korea from 
where they entered Manchuria and 
started business contacts. They found 
great interest in Manchuria for the 
promotion of trade and seeing the dif- 
ficulties confrontng traders when ship- 
ping 
blockaded country, diversionary 
route via North Korea had to be 
adopted for the time being. Naturally, 
the cost of imports and exports is 
thus increased but in emergency times 
the question of price is secondary 

It is to be expected that more char- 
tered ships will soon be on the Hong- 
kong-North Korea run, bringing here, 
apart from Korean produce, increasing 
quantities of Manchurian goods. 

Trade should know no prejudice, be 
it political or religious; the interchange 
of goods has to be promoted for the 
enhancement of prosperity. The mer- 
chants of Manchuria who trade, as yet 
on a modest scale, with Hongkong are 
anxious to buy commodities of any 
description but of so-called essential 
character while they offer the rich 
agricultural produce of their country. 
Trade with Manchuria could be nor- 
malised provided that prudence would 
prevail in this unreasonable world. 

* * 


REPORT BY “UNITED PRESS” 


The American news agency “United 
Press” reported a few days ago from 
Nanking about significant develop- 
ments in Communist China. The con- 
densed report states:— 
Chinese Communists are discarding, 
maybe only temporarily, most of their 
radical policies and have adopted an 
. attitude of friendly accommodation to 
all social classes as their chances of 


commodities in and out of the 


BUSINESS CONDITIONS IN BRITAIN 


REDUCED PROFIT MARGINS AND 


The shadow of a slump which was 
seen to settle over Britain’s retail and 
wholesale trade in consumer goods in 
the spring of this year has lifted again. 
Although traders are having much 
more difficulty in selling than they 
have had for years their total business 
has remained more or less __ steady. 
For several months past the Index of 
Retail Sales Values has been 10 to 15 
per cent. above that of a year ago, 
and as prices have risen a little less 
than 10 per cent. the volume of sales 
has certainly not fallen off. Never- 
theless traders are unanimous that the 
public is not buying as keenly as it 
did. There are now far better stocks 
and fuller pipelines in most, though 
not by any means all, consumer goods. 
While the shortage of foodstuffs, good 
clothing, and many durable consumer 
goods is still severe the consumer can 
get plenty of other things to buy for 
his pound sterling. The stores in the 
great cities as well as in the mining 


fallacy which has been 


taking over the Government and coun- 
try mounted. The Communists, es- 
pecially in the areas which they cap- 
tured during the last six months, are 
showing leniency and friendship to 
the people. Private business and 
property in the cities are protected 
and factory owners are not dispos- 
sessed of their wealth. They are not 
forcing city dwellers to work for them 
and those wishing to leave for Kuo- 
mintang China are permitted to do so 
and even given travel facilities. 
During the last weeks, the Com- 
munists have organised many 
“apology” units. These units go into 
villages and apologise to the people 
for what wrong may have been 
done them and sound out their views 
on suggested improvements. 
- Severe discipline has also been im- 
posed on Communist troops who are 
not allowed to take anything without 
payment. Their treatment of captured 
Nationalist soldiers is also generous. 


. Officers above the rank of major are 


sent to indoctrination camps but of- 
ficers of lower rank and enlisted men 
are given the option of joining the 
Communist army after a short train- 
ing course or go home or return to the 
Nationalist side. Recently, two platoon 
commanders captured by the Com- 
munists in Suhsien, 45 miles south of 
Hsuchow, were released and allowed 
to return Nanking. La 

The Communists, however, are rigid 
in their control of thought. When 
they take over a city their first action 
is to root out anti-Communist elements. 
Only their own newspapers are 
published and school textbooks and 
courses are changed. Religious free- 
dom is permitted. 

The new change in Communist 
tactics may only be a temporary. ex- 
pedient to get the people’s support in 


view of the possibility that they may- 


soon have to rule them. It may also 


‘be due to their desire to show the 


people in Kuomintang China that they 
are not the brutal terrorists as paint- 
ed by Nationalist propaganda. 


BETTER SERVICE TO THE PUBLIC 


villages are full of merchandise. That 
is a new situation for the traders and 
they are still puzzléd by it. They 
find that the consumer, faced with a 
wider choice, has grown cautious. 
Every retail store reports that people 
now examine quality and price care- 
fully and tend to walk out if the goods 
are not as they like them. 

“There is not so much money 
about,” the retailers say. That is a 
repeated in 
every country in the world since the 
end of the war. American opinion 
was full of it in 1947. It was in Bri- 
tain once before, at the end of the 
first reconversion period in 1946. 


People believe that production catches — 


up with money. It does not. For all 
the additional things that are  pro- 
duced, additional wages, salaries, and 
profits are created which keep the 
total purchasing power rising roughly 
parallel with production. In fact, re- 
cent unofficial estimates of Britain’s 
national income indicate that it has 
been moderately rising again this 
year. Only in one sense has purchas- 
ing power been reduced: a large part 
of the wartime savings and service 
demobilisation pay has been spent on 
furniture, clothing, and various dur- 
eble goods as it became _ possible 
to buy these. Apart from that, there 
has also been’ some transfer of custom 
from the higher to the lower grades 
of retail stores. The salaried - middle 
class is doing badly; the business com- 
munity is no longer’ gathering the 
fruits of inflation. . Both classes have 
probably been forced to look more 
closely at the price ticket. The popular 
chain stores are doing a roaring trade 
but the more expensive. department 
stores have to do some intensive sell- 
ing to keep up their turnover. The 
sections in which supplies are begin- 
ning to pile up are radio sets, tex- 
tiles subject to fashion, expensive 
shoes, aluminium pots, electric irons, 
and curtain -naterial—these are some 
examples. But even in radio _ sets, 
where the market was thought to be 
almost saturated last spring, it needed 
only an advertising campaign stressing 
the disadvantages of an out-of-date 
set to revive sales again. 


Turnover and Stocks 


In short, the slump has not come. 
It was a modest readjustment of 
prices, such as the retail trade ex- 
perienced every year before the war. 


And it was the last puff of the infla-— 


tionary engine. Trade is getting back 
to normal commercial considerations. 
Until this year people grabbed what 
they saw for fear of not getting any- 
thng. Now they have a-larger choice 
and feel that supplies are increasing. 
They demand the right size, -colour, 
quality and the make which they 
prefer; and they compare prices. 
Anything that is dearer than the 
average and not good value for 
money becomes hard to _ sell. 
Traders now have to watch their 
prices carefully and to accept losses 
where they have made mistakes in 
buying. Most of them have now set- 
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tled to accepting this new situation as 
a revival of a very familiar pre-war 
condition. 

The slowing down of turnover at 
the retail end has had another signifi- 
cant result. It has tied up more money 
in the goods lying on the shelf. The 
retailers were forced to look more 
carefully at their shelves and _  dis- 
covered that there was no reason to 
carry so much merchandise. In many 
lines it is now fairly easy to get re- 
gular deliveries from the wholesaler. 
So they reduced their stocks and forc- 
ed the wholesaler to carry more at 
the warehouse. Those retailers who 
Gid not grasp the change in time get 
into financial difficulties. The next 
stage was that the wholesalers found 
money getting tight. Some of them, 
their warehouses crowded with slow- 
moving or out-of-fashion goods, are 
going through anxious times. Others 
have been pushing the ‘ burden of 
stock-holding another stage further 
back to the manufacturer... The move- 
ment is only now getting well under 
way. Only in one or two lines where 
retail sales began to bog down many 
months ago have manufacturers where 


possible, been diverting production to 
exports. 


Useful Results 


The reduction of the post-war 
scramble for goods to a more commer- 
cial approach has had thoroughly use- 
ful repercussions. It has recalled re- 
tailers and manufacturers — oh, how 
unwillingly!—to their duty to satisfy 
the consumer. This change of at- 
titude is still in progress. One can 
still find plenty of salesmen who are 
annoyed with the customer for not 
taking the first thing he is offered; but 
one can also find plenty of customers 
who turn their backs and walk else- 
where. This is cutting into profit mar- 
gins but it is quickly squeezing out the 
shoddy merchandise at high prices 
that found a market in the extreme 
shortage conditions of the immediate 
post-war period. Austerity in Britain’s 
home market will no doubt continue 
for years yet, but it is beginning to 
look much less unpleasant. <As_ the 
supply of well-made goods at reason- 
able prices expands the consumer is 
slowly. beginning to get more choice 
and better service. 


INFORMATION FOR HONG KONG MERCHANTS 
ABOUT THE BRITISH INDUSTRIES FAIR 


British Industries 
place from May 2nd to 13th 1949. 


Exhibits: 


Exhibits and exhibition space must 
be booked and paid for by January 
15th. After that date the Committee 
cannot guarantee that space will be 
available. Exhibits should be available 
about the same time so that they can 
be placed on view for local business 


men. 
With regard to exhibits it must be 


emphasised that all exhibits should be 
price ticketed, so that the buyer can 
‘see at a glance the cost of the article. 

It is also essential that exhibitors 
should have by the side of their ex- 
hibits a leaflet giving a comprehensive 
survey of the products which the ex- 
hibitor handles or produces. This leaf- 
let should give the address of the firm 
and the cable address, if any. It should 
also give particulars of the products, 
and the prices c.if. at the major Euro- 
pean, African and Near East ports. e.g. 
I.ondon, Antwerp, Hamburg, Marseilles, 
Lagos, Mombassa, Colombo and Alex- 
andria. Prices f.o.b. are not very in- 
formative to the buyer who can have 
little idea of the freight and insurance 
rates operating between Hong Kong 
and overseas ports. 

These leaflets or handbooks should be 
printed on thin paper. 
taken away by.enquirers and will be 
filed for future reference. Since many 


of the buyers will come by air they 
will not want to be burdened with 
bulky commercial literature on their 
way home. 
Visitors: 

Persons intending to visit London 


should decide immediately whether 
they wish to take advantage of the 
- special British Industries Fair aircraft. 


Fair will take 


They will be 


This plane will leave Hong Kong about 
the 20th of April and will leave London 
on the return journey.about May 20th. 
The cost will be approximately £250 
for the return journey. Applications 
for seats on this plane should be made 
before December 3lst 1948. 
Intending visitors should also state 
whether they will require the Commit- 
tee to furnish accommodation during 
their stay in London. This can be ar- 
ranged at reasonable rates. | 
Provision will also be made for visi- 
tors from Hong Kong to call on British 
factories, and particulars should be 
lodged with the Hong. Kong Committee. 


Passports: 


The Hong Kong Committee will make 
facilities for those who do not possess 
passports or travel documents. Appli- 
cation for such documents by visitors 
to the British Industries Fair should be 
made in the first instance to the Secre- 
tary of the Imports and Exports De- 
partment Tel. 39250. Persons who do 
not hold a valid passport can be pro- 
vided with a valid travel document. 

The Offices of the Hong Kong Gov- 
ernment in London will be available to 
visitors and the Hong Kong Agent will 
be pleased to advise and assist in every 
way. 


BRITISH INDUSTRIES 
FAIR 1949 


The textile and clothing industries of 
the United Kingdom will be making a 
major display at the British Industries 
Fair which opens in London and Bir- 
mingham on May 2 next. The display 
will be under the. aegis of the Textiles 
Exhibition Working Committee which 


ENTERPRISE 


At a recent meeting of the 
National Foreign Trade Council in 
New York, the Council strongly 
asserted that the system of free 
competitive enterprise has no 
equal in stimulating man’s crea- 
tive energies and satisfying his 
economic needs. 


Enterprise is the primary vir- 
tue of good business. It is a 
quality to which all businessmen 
the world over pay lip service. It 
is the justification for any new 
departure from former business 
routine; it is the reason for last 
year’s favourable Balance Sheet; 
it is the shining light which radi- 
ates from the prosperous firm. 


ZI: is a quality which glows at 
its brightest within ourselves but 
emits only a feeble splutter from 
cur competitors. Or so we think. 


Businessmen rightly rate enter- 
prise high because it is the stimu- 
lant for new ideas, new methods, 
and new ventures. This year's 
enterprising merchant will be 
found exhibiting at the British 
Industries Fair because there he 
wilt come in contact, either in 
person or in name, with a group 
of far-sighted colleagues who 
wish to know new houses with 
which they can deal, new markets 
which they can probe and new 
sources of goods and services at 
which they can buy. They will 
choose those who have exhibited 
at the Fair because they too ap- 
preciate a display of genuine en- 
terprise. 


You cannot afford to miss the 
British Industries Fair because 
you. dare not omit being remem- 


bered among the _ enterprising 
organisations of the business 
world, 


advises Britain’s Export Promotion De- 
partment on matters of exhibitior 
policy and represents the main trade 
associations of these industries. It will 


- be staged on the ground floor of the 


vast exhibition hall at Earls Court, 
London. 

Also at Earls Court will be housed 
the Commonwealth Section and part 
of the general and sales service. Lea- 
ther and the allied industries will be: 
found on the first floor at Earls Court, 
together with foodstuffs, beverages 
and tobacco; furniture and floor cover-. 
ings; suction cleaners; plastics; pottery 
and glassware. 

At Olympia, London, will be found 
(on the ground floor) chemicals; chem- 
ists supplies; printing machinery; office 
equipment and machinery; music and 
radio; jewellery; cutlery, silverware, 
watches and clocks, and part of the 
general and sales service. On the first — 
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Outlook for Business with the Far East 


Although the level of trading in 1948 
‘was high, compared with 1947, and 
Hongkong’s entrepot business continued 
‘to flourish, the tendency since the mid- 
dle of the year has been pointing to- 
“wards a decline in the volume of im- 
ports and exports. 

Imports of “consumer articles and 
capital goods from the industrialised 
-nations—which became Hongkong’s re- 
exports to Far Eastern markets—can- 
not be expected to be maintained on 
the current level because a saturation 
point in consumer demand in this part 
of the world has been reached and fur- 
‘ther expansion of sales is limited by 
the poverty of the majority of the na- 
tive population, their economic back- 
-wardness and slow progress in produc- 
‘tivity, political unrest and civil strife. 

What exchange reserves there were 
after the end of war have been ex- 
hausted and new credits are hard to 
obtain. China has been the most acute 
disappointment of traders of all na- 
tionalities and prospects for her _ re- 
joining the world of commerce are yet 
remote. Private enterprise no longer 
considers investments in the majority 
of Far Eastern countries are promising 
‘and the granting of private loans has 
‘become a rare Occurrence. Even in the 
Philippines there is a growing trend 
‘toward economic nationalism and dis- 
crimination against foreign capital. 

Japan may turn out to be a great 
‘field for private and State capital in- 


floor will be sports goods; fancy goods; 


stationery; paper and publishing; and. 


brushware. Toys and games _ will 
occupy the second and third floors. 
The sections devoted to jewellery, 
plate and watches and clocks; leather 
and allied industries; office equipment; 
chemicals; plastics; scientific instru- 
ments; photographic goods; furniture 
and printing machinery are being or- 
ganized in varying degrees. by their 
respective trade associations in close 
collaboration with the Department. 
Arrangements are being made to 
provide two schemes of uniform stand 
construction for exhibitors to ensure 
harmony of appearance throughout the 
Fair and to secure the most economical 
use of stand construction materials. 
The Department is being advised on 
the general decor and layout of the 
Fair by Mr. R. J. Goodden, A.R.I.B.A., 
and Mr. Basil Spence, F.R.I.A.A., who 
will be responsible for these matters 


at Earls Court and Olympia respec- 


tively. 

In the Birmingham section of the 
Fair will be found the exhibits of the 
engineering, building, hardware and 
electrical industries. 

Inquiries regarding the Fair can be 
addressed to the Export Promotion 


Department, Exhibitions Division, 
Horseferry House, Thorney Street, 
‘London, S.W.1., and the Birmingham 


Chamber of Commerce, 95, New Street 
Birmingham, England. 


vestment but conditions at present are 
not yet conducive to large scale de- 
velopment plans; undoubtedly, the 
Japan of the future will be a prosper- 
cus and highly productive country and 
foreign participation and assistance will 
most welcome — Japanese of all 
walks of life have assured foreign busi- 
ness men of their desire to have them 
invest capital in the country’s innumer- 
able enterprises and opportunities. 
Governments have shown definite re- 
luctance when it came to a question of 


new investments in Far Eastern coun-— 


tries, and China’s bankruptcy has en- 
tirely discouraged the opening of con- 
versations on sinking new money in the 
strife-torn country. Political loans, 
actually donations, granted by the US. 
have masked the increasing insolvency 
of the non-British part of the Far East. 
If not for the American financing of the 
Far Eastern chapter of the “cold war,” 
which often appeared as_part-invest- 
ments in industry, commerce and com- 
munications, the purchasing power of 
the peoples from Japan, Korea and the 
Philippines to Siam and_ Indonesia 
would have been markedly lower, and 
the business of Hongkong, always be- 
ing a good barometer for general trade 
in this part of the world, would have 
been considerably reduced. 

In order to pay for the Western 
nations’ products—urgently required to 


maintain the present relatively low 


standard of living and operate indus- 
tries and communications—the people 
in the Far East must increase their ex- 
ports. Only thus they can acquire ex- 
change to pay for imports and services 
(principally shipping, air transport, 
banking, insurance, education). But the 
expansion of exports is conditioned on 
an increase in production which is 
limited on account of primitive produc- 
tion methods and backward agricul- 
tural tradition, aggravated by internal 
unrest and destruction and inordinate- 
ly high prices. 

It appears imperative that the trade 
of the nations in the Far East not only 
balances but actually produces an ex- 


port surplus: because these countries’ 


invisible balance of trade is highly pas- 
sive, ie. they expend more than they 
receive in foreign exchange. (In addi- 
tion to the usual services performed by 
foreign nationals or governments in and 
for countries of the Far East, there are 
always considerable outpayments in 
exchange made in every such country 
for remittance. of dividends and com- 
pany profits as well as foreign and na- 
tive individuals’ savings or capital 
transfers to Western countries). 

The further limited purchasing 
power of Far Eastern peonles should 
tell on the Colony’s trade but whatever 
business there is and might be de- 
veloped, the Hongkong merchants can 
be relied upon to grasp any such op- 
portunities. 

It will be essential in the next year 
that no official obstacles are created by 
lack of proper understanding and ap- 
preciation of the trade position in the 
Far East. H.M. Treasury in the past 
showed concern lest Hongkong be de- 


EXCHANGE & FINANCIAL MARKETS 


veloped into a “leak” for hard currency 
earnings of the Sterling area dollar 
pool; although there was some evasion 
it never had any real influence on the 
position of sterling in the free exchange 
markets and it did not contribute to a 
depression in the unofficial sterling / 
dollar cross rate. , 

With the self-eclipse of China _ the 
entrepot business of Hongkong has 
grown in territory and ambition, until 
in 1948 it became ‘the true reflection of 
commercial conditions in the whole 
Far East; merchandise from every part 
of the Far East, from Burma to Korea, 
was traded here and European and 
American products were actively dis- 
tributed to the same countries. To sell 
from now on will require more effort, 
ingenuity and enterprise; official assis- 
tance will be most welcome but restric- 
tive measures, mostly conceived in 
partial ignorance about éctualities such 
as prevail in the Fes East of today, 
are Creaded dy traders, bankers and 
shippers. 

What has to be clearly appreciated 
from now on is that cargo has got to 
move; the financial part of a commer- 
cial transaction is relegated to second- 
ary importance as the vital considera- 
tion must be to promote production, 
employ labour, utilise shipping space, 
pay insurance premia and banking 
commissions, earn profits and over- 
heads. Fortunately, for Hongkong’s 
future trade promotion, sterling is ap- 
preciating everywhere and the anxiety 


_ for the stability of this currency, which 


remains the principal exchange of the 
modern world, has gone for good. Bri- 
tish production and exports have 
achieved and continue to achieve _ re- 
cords and all countries now stand in 
growing need of more sterling. 

* * 


US$ MARKET 


After the last few hectic weeks of 
sales by recipients of drafts from over- 
seas Chinese it now appears that this 
season’s inward remittances were con- 


siderably reduced when compared with 


the last season (i.e. Chinese New Year 
in 1948). This fact is due to a decline 
in earnings by overseas Chinese in Far 
Fastern countries while U.S. resident 
Chinese (citizens and aliens) seem to have 
made remittances equal to last year. 
As very little foreign exchange is rout- 
ed by Chinese remitters abroad _ via 
official Chinese banks, the bulk of in- 
viard remittances destined for the 
families and friends of overseas Chin- 
ese has been handled in Hongkong. 

Last week’s principal buyers were 
Chinese politicians, wealthy emigres 
from Shanghai-and other Central & 
North Chinese cities, and brokers act- 
ing presumably on behalf of important 
interests in Nanking (Government and 
Army). Their purchases sustained a 
high TT New York rate. 

Demand \from gold and commodity 
importers was slack; although imports 
of gold into Macao are profitable at the 
moment, the current stocks are a very 
potent deterrent for the placing of new 
orders; and merchant demand remains 
on the usual level with no prospects 
for an increase. 
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Unofficial sterling crosses in Europe 
continued to advance and New York's 
free market quoted during last week 
from 3.20 to 3.30. Zurich, Brussels and 
Faris quoted sterling at a cross of 3.12 
to 3.20 The Far Eastern free or un- 
official exchange markets remained. as 
an exception to the rule of over one 
year, behind the cross rates established 
abroad. Hiongkong’s unofficial cross 
rate moved last week between 3.13 to 
3.17, Shanghai approx. the same, Bang- 
kok 3.11 to 3.15. Against the New 
York free market the local cross rate 
Was lower by 4 to 5%, and about 21% 
— the official London/New York 
rate. 

Highest & Jowest quotations here last 
Week, per US$100, in HK$:—507%— 
902; drafts 50742—501; TT 511--504 (or 


US$19.57 and 19.84 per HK$100). Cross’ 


rate 3.13, low, 3.174, high. 

Sales in the native exchange market 
(excluding direct sales between mer- 
chants): —TT US$1,183,000, drafts 579,- 
Kooy notes 342,000, a total of US$2,104.,- 


GOLD MARKET 


Highest & lowest prices of last week 
$302—29015 per tael; cross rate US$ 
48.75, high, 4744, low. Overseas gold 
markets quoted around 44, f.o.b. 

Sales in the local spot market: offi- 
cially 6,580 taels, unofficially 33,430 
taels. In the forward market a total of 
853,280 taels (bought & sold), of which 
603,470 in the morning, and 249,810 in 
the afternoon sessions. 


Trading Reports for the week: — 


Monday, ‘Dec. 13:—Opening & closing 
rates $29914—2985. On the fictitious 
forward market the change over 
favoured sellers at the interest rate of 
6 H.K. cents per tael per day. Through- 
out the week the change over rate re- 
mained in favour of sellers. The mar- 
ket weakened on the Chinese Govern- 
ment Banks’ continued selling at the 
official price without change, but later 
reacted when asked price abroad rais- 


Tuesday, Dec. 14:—Opening & clos- 
ing 29834—29634. Change over 4 cents. 
With higher prices in China, especially 
Shanghai, rates jumped to 302 highest 
of the week under review, but heavily 
declined on peace rumours in China. 
The wide fluctuation of 8% points was 
mainly following the erratic prices in 
Shanghai. 

Wednesday, Dec. 15:—Opening & 
closing 29714—295%4. Change over 3 
cents. Although peace talks in China 
denied, market continued easy on the 
hope of eventual success. | 

Thursday, Dec. 16:—Opening & clos- 
ing 29434-—-29414. Change over 3 cents. 
It was rumoured that President Chiang 
was going to resign, rates declined to 
29014, lowest of the week recorded. The 
continuous recovery of Sterling abroad 
was also a factor. Market turned 
steady at the close. by profit taking 
purchases. 

Friday, Dec. 17:—Opening & closing 
293—294%%. Change over 2 cents. Macao 
stock was reduced, the difference of 
prices with the local market narrowed 
down. Exports began to all. Chinese 
ports with profit. Market was quiet 
with steady undertone. 


_ Saturday, Dec. 18:—Opening & clos- 
Ing 29534—2951%%. Change over 4 cents. 
Higher prices in all Chinese ports 
stimulated the market. In the unoffi- 
cial afternoon market, some business 
transacted at 294%. 


Trading Position: — 


Total cash bars turned over during 
the week, officially 6,580 taels and un- 
Officially 33,430 taels. About 20,000 
taels changed hands by interest hedg- 


ing forward operators, 25,000 taels ex- 


ported and some for local ornamental 
consumption. 

Imports from Macao during the week 
amounted to 24,000 taels, these were 
imported early in the week. 

Exports totalled 25,000 taels, with 
details following:—Bangkok, 7,500 
taels, Saigon and Haiphong 5,000 taels, 
Singapore 4,000 taels, Rangoon 2,500 
taels, and Chinese ports. including 
Shanghai, Canton, Amoy and Swatow 
6,000 taels. With the above mention- 
ed figures, stocks in Hongkong were 
declining, and judging from the cessa- 
tion of imports, further liquidation of 
stocks anticipated. _ 


CHINESE. CURRENCY MARKETS 


Monetary inflation in China contin- 
ued at a rapid rate; no official figures 
are available from the Central Bank of 
China but informed estimates put the 
total issue at present at over ten billion 
yuan, after deducting the amounts 
which were recently redeemed by the 
issue of gold and silver to the public 
at 1,000 yuan per oz of gold and 109 
yuan per silver, dollar coin plus = an 
equal amount for “deposit” (fixed for 
one year). Meanwhile these official 
sales were discontinued in China ex- 
cept in Shanghai where small quant- 
ities are daily handed out. Total gold 
sales to the public are estimated to 
have aggregated, from Nov. 22 to Dec. 


‘18, less than % million ozs, absorbing 


about one billion vuan. 

Old fapi notes ceased to be exchang- 
ed for the new legal. tender as from 
Dec. 16. An estimated 20% of old 
yuan notes were not turned in to the 
Central Bank of China as they were 
either lost, destroyed or holders consi- 
cered it too much trouble to exchange 
huge amounts of almost valueless scrip 
for new currency which is rapidly los- 
ing in purchasing power. 

Yuan circulation in Canton is on the 
up and up with nearly 2 billions es- 
timated in the city thus causing the 
lewest China rates for TT Hongkong: 
Flight capital from the north congre- 
gates in Canton from where it seeks 
conversion into foreign exchange. 

Hongkong’s well-known printing firm 
of Chung Wah Book Co—as is _ also 
outlined in this issue under “Industrial 
Reports’—is producing, on Nanking 
Govt. orders, new yuan notes by the 
hundreds of cases and shipping them 
to Canton for distribution to the public. 

Taiwan currency was in strong de- 
mand here and in China as refugees 
from Nanking held territories try to 
get to Taiwan but cannot effect trans- 
fers except at the black market rate 
which last week was around 185 yuan 
per one Taiwan yen. The official rate 
has again been lowered to 370 yuan 
but is nominal only. 


It is significant that within China as 
ruled by the Nanking regime there are 
black exchange rates for regional cur-. 
rencies and that domestic transfers. are. 
continually subject to wildest fluctua- 
tions of premiums and discounts, thus 
while at one time the Shanghai yuan 
was discounted in Canton by over 40%, 
ae it enjoyed even a premium of 

Oo. 

Local business in spot notes and TT 
China increased considerably. It ap- 
pears that the numerous control organ- 
isations and economic police in China 
are no longer properly fucticoning. A 
large number of secret police officers 
have fled and discontinued their con- 
tacts with their former masters, fear- 
ing retaliation when the new author- 
ities arrive. Hongkong has proved a 
haven for such Nanking officials; quite 
a few have bought here houses and 
lead a good life with the spoils “earn- 
ed” from their “control and supervi-. 
sory” activities in Shanghai. 

Hongkong Market:—Highest & 
lowest rates of last week, in HK$ per 
hundred yuan. 


Depreciation 

against . 
High Low _ official rate 
notes 11.00 7.80 5834-7034 % 
TT S’hai 9.30 7.60 65-7112 % 
TT Canton 9.60 7.00 64-7334 % 


Sales in the native exchange market 
for the week under review:—TT 
Shanghai 65,050,000 yuan, TT and DD 
Canton 69 million, TT Swatow 45.9 m., 
TT Amoy 67.2 m. yuan. Spot notes — 
sold during the week 16,150,000 yuan. 


Shanghai Market:—Highest & low- 


est rates of last week, in yuan:— 


Appreciation 

over 
High Low official rate 
gold peroz 3,800 2,900 190-280 % 
US note 71 58 190-255% 
HK note 13.80 11.30 201.3-268% 


Gold crosses from US$50 to 60, HK$ 
crosses from US$18.52 to 20.83. 


Exchange Certificate rates, per US$1, 
between 50 to 57 yuan, remaining be- 


low black market rate by 10 to 15%. 


In Canton H.K. notes sold from 9 to 
13 yuan, and TT Hongkong’ quoted 
from 10.40 to 14.30 yuan. 


BANK NOTE MARKETS 


The Siamese baht (tical) dropped 
here as a result of the conspicuous ap- 
preciation of sterling in Bangkok. Local 
highest & lowest rates per 100 baht 
were $2544—25. Bangkok TT rates 
during last week were on New York 
19.50/72, on London 61.30/45, on Hong- 
kong 3.85/98, with sterling in the free 
market at a cross of 3.11/15. TT KRiK. 
rates moved up because of Siamese de- 
mand for sterling but remained below 
the parity (1/3d. per HK$ or HK$16 
per Pound Stg.) by 3 to 4% which is a 
significant development. Siamese im- 
port requirements, now readily 
met by the British Board of Trade, 
have become insistent and many im- 
porters have found it necessary to re- 
convert their previously acquired funds 
in New: York into TT London. 


Philippine pesos were taken off the 
market at $2.40145—2.36 (or about 7% 
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below the local rate for 50 US cents) 
while TT Manila is computed at about 
3—4% below the local unofficial price 
for TT New York (in Manila a charge 
of 1% is made by banks for New York 
transfers). 

Piastre rates further declined us 
speculators jiiquidated and others sold 
short in the forward market. Highest 
& lowest rates. per “100 ~=piastres 
$8.3714—6.95. Sales in the local native 
market:—spot, officially 2,650,000, un- 
officially 3,820,000, and forward (most- 
lv not for. delivery but, similar to the 
gold forward market, for Margin clear- 
ing) an amount of 13, 840,000 piastres. 

The position of the French franc is 
studied here with a view to determine 
the development of piastre and as gold 

and foreign exchange in Paris continue 
on the upgrade the conclusion is that 
piastre rates are bound to decline. <Aj- 
though political conditions in Indo- 
china are more stable than last year 
and the Viet-minh regime has _iost 
ground and much support of the Viet- 
namese, the continued successes of the 
Chinese Communists are expected to 
result, sooner or later, in a recrudes- 
cence of guerilla activity in Indochina 
with subsequent economic deteriora- 
tion. 

It was reported in the market that 
the Indochina Govt. will issue soon 
new currency ‘notes at the same time 
recalling part or the whole of the pre- 
sent circulation at the rate of 6 piastres 
for one new Indochina dollar. The 
Banque de l’Indochine continues to 
function as the note issuing agent for 
the Govt. at Saigon pending the estab- 
lishment there of a currency bureau. 


Nica guilders sold during last week 
278,000, at $33.60, high, and 32.80, low; 
Java guilders quoted lowest $32. 30 per 
100. 

The start of Dutch police action 
against the Republican regime at Jog- 
jacarta, long anticipated, will at first 
inject a tone of uncertainty but should 
after some time lead to a firming up 
of the guilder rate. With Dutch con- 
trol now established more solidly than 
before production is bound to increase 
and trade should therefore further im- 
prove, resulting-in a_ still enhanced 
favourable trade balance. 


Bank of England notes found eager 
buyers at rates of $14.70 to 14.85 as 
these prices corresponded to a cross 
rate of US$2.90/95 against business 
done in New York from US$3.20 to 3.30 
(equivalent to HK$16.50/70). 


plate sold at HK$420 per tael. 


at 450 per tael. 


HONGKONG STOCK 


The improvement which commenced 


last weekend continued this week, De- 
cember 13 to December 17, and caused 
a reaction. The best gains were in 
Hongkong Banks to $1850, Trams to 


19%4, Electrics to 374%, China Lights to. 


14 and Rights to 6.90, Cements to 3914, 
and Watsons to 59. Shanghai issues, too, 
recovered slightly; Ewos to 934, Shang- 
hai Lands to 3.70. and Shanghai Docks 
to 1042. However, hesitancy appeared to 
clog the advance, and some prices gave 
way towards the close, imparting an. 
uncertain trend. 


Volume showed an appreciable in- 
crease. Total sales reported amounted 
to 150,762 shares of an approximate 
value ‘of $234 millions, an increase of 
$1144 millions compared with the preced- 
ing week. It was noted that transac- 
tions in Banks, Unions and Shanghai 
issues accoun*ed for more than 50% of 
the $234 millions. 


‘A feature was peace rumours 
emanating from the North. Each 
rumour created a demand for Banks, 
Unions and Shanghai stocks, which in 
turn injected more life to popular local 
issues. Peace hopes were not sus- 
tained. Each rumour was_ rebutted 
by reiteration of Chiang Kai-shek’s 
adamancy to carry the fight through 
to the bitter end. Meanwhile, the 
Chinese situation continues to de- 
teriorate with the N ationalists losing 
ground daily. 

* 
SILVER BUSINESS 

Imports during last week were negli- 
gible and exports unusually small. 
Prices were stagnant at $3.90/91 per 
tael, $2.58/60 per dollar coin, $1.90/91 
per five 20 cents coins; London and 
New York remained at last week’s 
levels but there was some hope that 
American buyers may soon raise the 
price over 70 US cents. Local native 
market transactions: —73,000 taels, 


$17,000 and 142,000 worth of dollar and 


20 cents coins respectively, 


PLATINUM BUSINESS 

There was some better business re- 
ported from Canton where Japanese 
Local 
demand is quiet. with sellers offering 
London stamped metal at $5606 and 
Japanese platinum (ex-army stockpile) 
A small amount was 
taken up by the local goldsmith trade. 


China. 


‘SHARE MARKET 


Observers opine that tha current re- 
action is a natural sequence to the sag- 
ging market that was witnessed. The 
serious losses sustained in share prices 


' the' past months have curtailed buying 


power, which -can now only be increas- 
ed by attraction of idle capital. To do 
so confidence, which has been badly 
shaken, must be restored. 

As was seen on October 20th it will 
not be difficult to revive’ confidence. 
This ‘time, however, a categorical and 
unequivocal assurance by Government 
is needed that, 

(1) It does ‘not contemplate, nor will 
it interfere in any way whatsoever, to 
limit or restrict the earnings and / or 
dividend distribution of any Public 
Company, despite its retention of Emer- 
gency Powers, and 

(2) There will be no increase in 
taxation; and, should additional revenue 
be required to balance next year’s 
Budget it will not be sought through 
any other means than. sale of goods 


| other than food or meals. 


It is clear the public is awaiting 
some such reassurance. If it be forth- 
coming a major advance in, prices will 
be witnessed. Because, no more than 
a third of the decline is attributable to 
the Communist military successes in 
‘Hush h'ush” propositions are 
dangerous for, in a small town such as 
this, they give rise to damaging and 
harmful whispering propaganda. Fear 
that application of controls on the lines © 
of the Telephone Ordinance is grow- 
ing. Should this fear be allowed to 
grow unchecked if it stems from a base- 
less foundation? 

* * * 

The Felix Ellis price index based on > 
the closing prices of twelve active re- 
presentative local stocks showed a net 
gain of 1.35 compared with the close 
of the preceding period. It reached a 
high of 135.49 and lost only a fraction 
of .09 at the close. Day-by-day his 
averages were: Dec. 13, 134.53, Dec. . 
14, 134.78; Dec. 15, 135.25; Dec. 16, 
135.49; Dec. 17, 135.40. 

The High and Low for 1947 were. 
155.82 and 123.88 respectively. The 
High for 1948 was 148.68 on February 
12 and the low was 134. me on Decem- 
ber 10. | 


Dividends 


The SUN COMPANY has declared a 
dividend of 50 cents per share less tax 
payable on 21st December. 


HONGKONG UNOFFICIAL EXCHANGE RATES 


‘(In H.K. dollars) 


Gold Per One Hundred Chinese Yuan | U.S. Dollar 

per tael —_ Silver Notes T.T. Shanghai T.T. Canton | T.T. New York 
December High Low per tae! High Low High Low High Low Note Draft High Low 
29915 29634 3.90 11.00 10.60 8.50 7.75 9.60 9.10 5.04 5.07 5.09 5.063% 
302 294 3.90 11.00 10.50 8.40 7.60 9.45 8.70 5.07 5.06 5.11 
Be es a 298 295 3.90 10.70 10.20 8.80 8.20 9.10 8.30 5.04 5.04 5.08 5.0546 
Bee ga 296 290% 3.90 10.00 9.40 9.30 8.10 9.00 8.00 5.03 5.03 5.0642 5.04 
295 293 3.91 9.40 9.10 8.70 8.20 8.33 7.90 5.04 5.03 5.06 5.05 
4, 8.90 7.80 8.35 8.00 7.85 7.00 5.07 5.04 5.07. 5.06% 
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The Board of the SINCERE COM- 
PANY will recommend a dividend of 80 
cents a share free of tax at the forth- 
coming Annual General Meeting. 


Business Done 
GOVT. LOANS: H.K. Govt. 4% Loan 
@ 101%. | 
BANKS: H.K. Bank @ 1800, 1790, 
aa 1820, 1810, 1830, 1840, 1850, 1840, 
1850. 
Unions @ 1735, 1725; 
735. | 
DOCKS & GODOWNS: N.P. Wharves 
@ 7%; China Providents @ 19, 1914, 


19.35, 19, 19.35; H.K. Docks @. 27%; 


S‘hai Docks @ 9, 9.70, 10, 9.70, 1015, 10: 

HOTELS & LANDS: H.K. Hotel @ 
13.70, 13.80, 18.90; Lands @’ 63, 63%, 
64; S’hai Lands @ 3, 344, 3.70, 314, 3.60, 
3%, 3.65, 3.70, 3.60,.3.70, 3.65, 3.60, 3.55; 
Riumphreys X Rts. @ 14.30 and Rts. 


SHANGHAI SHARES IN HONGKONG 


Over the last 18 months, substantial 
business has been done on the local 
Stock Exchange in certain Shanghai 
shares—Ewos, Shanghai Lands and 
Shanghai Dockyards. It was started 
by some genuine enquiries for invest- 
ment on the part of expatriated Shang- 
hai interests.. Once dealing was estab- 
lished, Shanghai quickly followed our 
lead and there was a steady supply 
from, principally, substantial concerns 
in Shanghai who were thus able to dis- 
pose of shares accumulated over. the 
period of currency devaluation. The 
buyers (apart from an occasional job- 
ber on the rise) were mainly arbi- 
trageurs who bought here and resold in 
Shanghai, the demand in Shanghai 
coming from “value conservers”’ rather 
than from “flight capitalists.” These 
latter operators when they intervened 
were usually of the order of “sellers 
at best” in Hongkong and there was 
thus a pronounced disparity between 
the two markets which increased the 
arbitrage profits. : 
When, later on, it was thought to be 
illegal to export local shares from 
Shanghai, the market went into the 
hands of the more venturesome, the 
disparity becoming greater. It is in 
fact doubtful whether the exvort ever 
was illegal but conditions in the North- 


ern port were such as to make for the 


utmost caution in matters touching the 
currency regulations. 


“Quotation” in Hongkong which was 
at first necessary, or at least highly 
desirable for audit considerations in the 
case of the larger firms, channelled the 
business to certain stocks which have 
naturally retained their popularity but 
large blocks of non quoted shares were 
placed here at very favourable rates 
during the period which succeeded the 
supposition of illegality as the arbi- 
trageurs looked around for means to 
continue their operations. The business 
dropped off following cessation of pub- 
lication of rat2s in Shanghai at mid- 
summer and more or less. ceased in 
August. It has restarted in a fair way 
but at rates around fifty percent of 
those ruling earlier and is still mainly 
confined to the three old quoted stocks. 
The disparity with Shanghai is now 
quite small and with the easing of re- 
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@ 3, 3%, 3.60. 


UTILITIES: H.K. Trams @ 1814, 19, 
19.25, 191%4,19%4, 19; China Lights old 
@ 14, 13.80, 14, 13.80, 13.70, 13.90, 
14, 13.90; C. Lights Rts @ 6.10, 6.30, 
6 40, 6.70, 6.75, 6.80, 6.90, 6.60, 614, 
6.40, 6144, 6.60, 6.75, 6.70, 6.60, 6.80, 
6.85, 6.90, 6.85, 6.90, 6.80, 6 70, 6.60, 
61%4; H.K. Electrics @ 36%, 37, 37.25, 
371%, 3734, 374%; Telephones’ @ 29.75, 
291%. 30, 30%, 30.75, 30.60 

INDUSTRIALS: Cald. Macg. (Ord.) 
@ 30; Cements @ 38, 38%, 3814, 
38.75, 39, 3914, 39; H.K Ropes @ 19; 


Dairy Farm (Old) @ 40%, 41, 40%, . 


41; 41% and (New) @ 39%, 40, 
4012; Watsons Old @ 58, 58%, 59, 
5834 and New @ 5352. 
MISCELLANEOUS: H.K. Construc- 
tion Old @ 41%; Marsman (H.K.) @ 2. 
COTTONS: Ewos @ 9,55, 9.75, 
6.50, 9.30. 


gulations in the North it may be hoped 
that a healthy market is developing. 
There have been enquiries for non 
quoted stocks recently. 

Apart from Rubber shares, there 
have been newly quoted in Hongkong: - 

Shanghai Loan, Shanghai Explora- 
tion, Shanghai Gas, Anglo-French 
Lands, Hongkew Wharves, 
and arrangements have been made to 
quote Wheelocks, Yangtze Finance and 
Asia Navigation. 

Although Shanghai Loans and Ex- 
plorations were. popular’ speculative 
counters in Shanghai pre-war and are 
quite widely held, no real business has 
taken place in any of them. The Loan 
Company shares have a par value of 
$2.00 and it has actually paid a divi- 
dend cf $1 without there being any in- 
terest and there are largish sellers at 
around three. 

It seems obvious that (1) quotation 
alone will not bring dealings and (2) 
dividends and prospects will continue 
to have little influence whilst there are 
no investment buyers in Hongkong who 
are aware of the shares’ potentialities, 
i.e. they haveno “following.” If it is con- 
sidered that a market in Hongkong is 
desirable—and in some cases there is 
no doubt whatever of this desirability 
—it will be necessary for the sponsors 
of the companies concerned to do more 
than merely arrange for a quotation. 
Local investors would have to be in- 
terested through some form of “place- 
ment” of shares through the Stock Ex- 
change and more details of the various 
companies’ prospects and _ histories 
ought to be made available to the local 
investor. 


DELETION OF H.K. PROHIBITED 
EXPORTS 


As from December 8, the export of 
fresh apples and lambskins (Karakuls) 
is no longer controlled. Previously 
these two articles were prohibited ex- 
ports and could only be shipped out if 
an export licence by the Dept. S. T. & 
I. was secured. The supply of fresh 
apples has much improved of late thus 
making export control unnecessary. 
Lambskins are, also easy to procure 
since some time. 


NATIVE PRODUCE . 
MARKET IN HONGKONG 


_ A relatively small group of Chinese 
importers, dealers, money changers and 
transport hongs (firms), mostly natives 
c{ the city of Swatow and north-east 
Kwangtung, have long ago assumed an 
important position in Hongkong due to 
their close affiliation, organisation and 
astuteness. This group is commonly 
referred to here as the “Nam Pak 
Hong” and their shops and office pre- 
mises are all located in one small area 
of the Chinese business city. In a few 
streets and lanes the “Nam Pak Hong” 
is directing a considerable volume of 
trade between Far Eastern countries 
(referred to always as “South Seas” by 
Chinese dealers) and China. In the 
early days of the Nam Pak Hiong’s ac- 
tivities only rice and sugar were dealt 
in but the range of native produce has 
much expanded with dealers of today 
assuming an increasing share the 
China vegetable oil business. Almost 
any kind of China produce is. being 
handled today by one or more firms in 


History and Business of the “Nam 
Pak Hong” 


. Bonham Street, West, in Hongkong 
is better known among the Chinese 
merchants as “Nam Pak Hong” (South- 
north trading) and has a history of its 
own. It is so called, because prior to 
the first World War, the goods most of 
the shops on that street dealt in, were 
imported either from the south or from 
the north. | 

Association of 80 years:—Small dis- 
trict though it is, it has a trade asso- 
ciation, or guild with a history of eighty 
years, which is somewhat like the 
Chamber of Commerce in nature. Mem- 
bership is also extended to other 
traders of the same line in other dis- 
tricts of the Colony. There are a total 
of over 120 members in the Association, 
which is run by an executive committee 
of 17 members with Mr. Yung Sai-fong 
as chairman of the committee. In the 
latter is vested the power to enforce 
all decisions passed by the general meet- 
ing, which is held once a year. In or- 
der to elect the new president and new 
members of the executive committee 
for the next year, the general assembly 
met on December 15. 


Past and Present:—During the pre- 
war days the district was the head- 
quarters of business men from Chao- 
chow (Swatow), who were mostly en- 
gaged in the trade of rice and sugar 
imported from such tropical countries 
as Siam, Indo-China, and the Dutch 
East Indies. As it was then quite peace- 
ful in the Far East, they enjoyed a 
boom in the trade. But after the Jap- 
anese had occupied Hongkong in 1941, 
they had to wind up their business with 
great losses. The return of peace did 
not quickly bring back the prosperity 
they had enjoyed. Owing to the export 
embargo on rice and sugar, enforced by 
the tropical countries, trade along this 
line, which prospered once, is now on 
the decline. In their place the trade of 
Chinese herb medicine begins to thrive; 
but anyhow the golden time for the 


om 


| 

| 

| 

| 

| 

| 


1948 


FAR EASTERN ECONOMIC REVIEW 


659 


SHIPPING REVIEW 


PROGRESS AND RECENT DEVELOPMENTS — 
IN BRITAIN’S MERCHANT NAVY 


One of the most important tasks of 
post-war reconstruction with which 
Britain is faced is the task of building 
up the Merchant Navy to enable it to 
meet the country’s needs for sea trans- 
port and to allow it to play its full 
part as a world carrier. When War II 


broke out in 1939 the merchant fleet | 


of the United Kingdom totalled 
400,00 gross tons. This figure included 
drycargo ships and _ tankers of 500 
gross tons and over. It constituted 
Over 27 per cent. of the whole mer- 
chant tonnage of the world. Losses 
curing World War II amounted to the 
immense figure of 11 million tons, a 
figure which was almost as_ great 
as the shipping losses of all the 
other allied countries put _ together. 
With these losses and other factors 
combined, the United Kingdom was 
left in August, 1945, with a Merchant 
Navy that totalled only some 12,800.- 
C00 gross tons, and this in spite of 
vast wartime shipping construction. 
The tigures for June of this year 
give some indication of the magnificent 
effort that has been made by = ship- 
owners and shipbuiiders alike to re- 
build the merchant fleet, for by the 


16,- 


Chaochow people seems to have gone. 
At present, of the eighty-five shops in 
the district about forty of them are 
dealing in Chinese herb medicines; dry 
goods, and cereal stores take up’ the 
balance, and only four of them are do- 
ing money exchange business. 

Chinese herb medicines are mostly 
imported from various places in north 
and west China, and after meeting the 
local demand they are re-exported from 
Hongkong to “South Sea” areas. The 
well-known “Jinsen” or “Korean Sen,” 
and “Tong-kwai,” both being supposed 


to be valuable tonics for human blood, 


command a good market both in Hong- 
kong and in “South Sea” areas; there- 
fore large quantities of them are regu- 
larly imported from Korea, and partly 
re-exported to the south. To Java alone 
a total amount of Jinsen said to be 
worth $200,000 has been exported this 
year. Yet this amount is quite small 
compared to prewar days. 

Dry goods are mostly imported from 
America, the U.K. and Australia, and 
only a small portion is re-exported to 
China on account of the civil war there. 
Cereals and beans are chiefly imported 
from North China; among them red and 
vellow beans have the best demand on 
local market. 

Gloomy Prospects: Pak 
Hong” is on the whole facing a gloomy 
prospect. The causes are: first, China 
is fighting a civil war, which shuts out 
her big market from Hongkong trade; 
and secondly, nations such as_ Siam, 
Indo-China and Dutch East Indies are 
enforcing trade control, which restricts 
severely the goods to be imported there- 
to. This deals a heavy blow to the 
economic life of ‘Nam Pak Hong.” 


middle of 1948 total tonnage was al- 
ready back to some 15,750,000 gross 
tons. That is the over-all picture of 
Britain’s shipping position in terms 
of tonnage figures, but these figures 
alone cannot possibly give the picture 
in full, for the simple reason that they 
do not take into account the age and 
condition of many of the existing ves- 
sels which must be replaced before 
long by new ships of modern design 
to enable her to take once again her 


full place as a carrier by sea. 


Reconversion of Troopships 


Simultaneously with the work of 
building new tonnage, both for the 
British and for foreign flags, United 
Kingdom shipyards are pressing ahead 
with the work of reconverting for 
peacetime uses the passenger and pas- 
senger-cargo liners which were em- 
ployed as troopships during the years 
of World War II. This reconversion 
work which was begun in the spring 
of 1946 with the release of the 


liner Queen Elizabeth from Govern- 


ment service, should be completed by 
the autumn of next year. Seventy 
vessels totalling a little over 1% mil- 
lion tons will be dealt with altogether 
under this reconversion programme. 
This figure, however, cannot. give any- 
thing like a complete idea of the re- 
conversion problem because practically 
every ship that came through World 
War II stood in need of repair work 
or maintenance which had had to be 
deferred during her years of war ser- 
vice. In all, reconditioning settlements 
will probably be negotiated for be- 
tween 1,300 and 1,400 vessels. These 
settlements will involve financial con- 
tributions by the Government totalling 
about 15 million pounds. 


Current shipbuilding figures reveal 
that in June of this year there were 
457 merchant ships totalling 2,243,703 
gross tons in yards in Britain and 


Northern Ireland. 279 of these ships 

are destined for the British registry. 

Continued Partial Control over > 
Shipping 


The transition from war to peace- 
time running has involved _ consider- 
able changes in the _ organisational 
side of the industry. The problem has 
been to find a means of relaxing the 
tight Governmental control of  ship- 
ping which was essential in wartime and 
at the same time ensuring that the neces- 
sary tonnage is available to handle 
goods in accordance with the Govern- 
ment’s import and export policy. It 
has not been found practicable at this 
stage to restore to the shipowning 
companies complete freedom from 
control, but an agreement has been 
worked out between Britain’s Minister 
of Transport (Mr. Alfred Barnes) and 
the General Council of British Ship- 
ping, and is now in operation. 


Under this agreement the ship- 
Owners are responsible for arranging 
among themselves that, within the 
limit of British shipping resources, the 
necessary tonnage is made available 
for meeting the needs of the Govern- 


ment’s export and import plans. 
To give’ effect to this  agree- 
ment the executive duties which are 


involved in the necessary distribution 
of tonnage have béen transferred from 
the Ministry of Transport to a body 
established by the shipping industry 
and working under the the control of. 
the industry’s Shipping Advisory and 
Allocation committee. This committee 
has under it two standing committees, 
one handling liners and the other 
dealing with tramp shipping. From 
this it might appear that British ship- 
ping has now been’ decontrolled and 
its handling passed back entirely into 
the hands of the shipowners. This is 
not in fact the case because all voyages 
are subject to obtaining the necessary 
licenses. Moreover, the Minister of 
Transport still has powers to direct 
ships into particular trades and he 
remains responsible to Parliament for 
the fulfilment of the Government ship- 
ping programmes. In a number of 
trades, too, control of freight rates is 
still in the hands of the Ministry of 
Transport. 


Social Changes in Seamen's Position 


World War II, in which British ship- 
Ping suffered so severely, brought 
about striking changes in the economic 
position of British merchant seamen. 
From a casual affair in which the . 
seaman had to rely from voyage to 
voyage on getting a ship, seafaring 
has been changed into a profession 
vrhich offers a degree of security that 
the sailor has never before known. 
The change was_ set on foot as far 
back as 1941 when a Government or- 
der was issued regulating both the 
freedom of an employer of seamen to 
discharge his employees and the free- 
dom of seamen to leave their _ ships. 
Side by side with this wartime restric- 
tion, provision was made for continuity 
of employment for seamen, leave on 
pay and the payment of wages while 
awaiting a ship. 


This measure, dictated by the needs 
of war, has now been expanded into 
a scheme administered by  represen- 
tatives of shipowners, with the advice 
of representatives of both officers and 
men, under which seamen can enter 
into two-year contracts either for 
general service at sea or with a par- 
ticular shipping company. Where 4 
seaman signs a genaral service con- 
tract he is liable to be assigned to any 
ship, belonging to any company, which 
is requiring a crew. If the contract 
is signed with a particular company 
the seaman remains continually em- 
ployed by that company alone. Men 
who sign these contracts are classified 
as “established seafarers” and during 
the intervals between voyages, they 
receive in addition to normal unem- 
ployment benefit a special supplemen- 
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tary allowance. Certain qualifications 
are necessary before a seaman is 
eligible to rank as an “established 
seafarer’; these include at least 12 
months’ sea service. 

The approximate total of Merchant 
Navy manpower is now in the region 
of 138,000 men, and of these as many 
as 70 per ent. who are eligible as 
“established seafarers’ will sign these 
service contracts. By the middle of 
this year nearly 50,000 contracts had 
been taken up. 

In general Britain’s Merchant Navy 
is not experiencing any shortage of 
men, although there is still some 
shortage in engineer officers and 
junior navigation officers and _ also 
in fully qualified deck ratings. . At 
the end of the war a Release Scheme 
came into operation and, as was tc 
be expected, many men who had 
served thoughout the war left the 
Service. In the first half of 1947 the 
total number — serving (excluding 
Asiatic seamen) fell to about 117,000. 
Over the last 12 months, however, 
there has been a steady increase, and 
many men who left the Merchant 
Navy under the Release Scheme are. 
now back at sea again. | 

The question of the welfare of mer- 
chant seamen is receiving  partcular 
attention in a number of directions. 
One notable step is to be found in the 
tendency toward a greatly improved 
standard of crew accommodation, par- 
ticularly in deep-sea ships built during 
and since World War II. These im- 
provements include such items as im- 
proved ventilating, heating and _ light- 
ing systems, and in cases the 
provision of single or two-berth cabins 
for members of the crew. All deep- 
sea ships built during and since the 
war have been fitted with refriger- 
ation, mess rooms and improved gal- 
leys and there have been many im- 
provements in the furnishing of the 
craws’ quarters, in washing arrange- 
ments and similar amenities. 


_ THE SUEZ CANAL 


The Egyptian Minister of Commerce 
and Industry has announced in the 
Senate that the Suez Canal Company 
will have to comply with the new 
company law requirement that forty 
per cent. of the directors must be 
Egyptian nationals, but he has not 
stated whether this is merely a pious 
hepe or whether steps will be taken 
to put the announcement into effect. 
From any point of view, the question 
is not simple, as under the Convention 
of 1866 which governs it, the company 
has a special international status, and 
apart from having the case taken to 
the French Courts. it might finally 
have to go before the Hague Inter- 
national Court for a decision. 

It was in 1875 that the Khedive sold 
to the British Government 176,602 
shares in the company, at a cost of 
£4 million, which shares, incidentally, 
were valued in 1946 at £44% million, 


and ever since the British have held a 
preponderant voice in its affairs, with 
ten directors out of thirty-two. This 
seems legitimate, as apart from being 
strategically important, the canal forms 
one of Great Britain’s most important 


trade arteries, over 50% of trade with 
‘the Far East being carried in British 


vessels. Figures, however, speak 
clearer than words, so here are a 
few:— 


Vessels passing through the Canal 


in 1940 
No. Net Tons 
1.200 9,872,500 
2,419 12,713,000 


It will therefore be seen that with- 
out Great Britain, the use of the canal 
from a commercial 
would practically negligible. If 
the Egyptian legal requirement is 
pressed, a very delicate position could 
arise. 


EASIER PASSPORT 
FORMALITIES 


Reuter’s telegram that visas for 
travel between New Zealand and Den- 


- mark will be abolished as from Janu- 


ary list, and that an agreement to this 
efiect has already been signed by the 
two countries, will be warmly wel- 
comed by the nationals concerned. 
Great Britain already has agreements 
with the United States and France to 
the same effect for transients, and 
Siam has set an example in the Far 
East. Now Pan-American Airways are 
reported to be endeavouring to get 
travellers’ visas for other countries 
also eliminated. Their efforts in this 
direction will naturally affect their 
own nationals, but a successful out- 
come would be a factor towards adop- 
tion of the idea by other nations, who 
are still clinging to this clumsy and 
irritating impendiment to free travel. 

Great Britain would do well to 
hasten negotiations along the same 
lines. There are no figures available 
as to the loss involved should visas 
for transient visitors be abolished, 


' but presumably the loss or gain under 
the present system is not questioned. 


Visas, at least in theory, were original- 
ly intended to act as a deterrent to 
undesirables wishing to enter any par- 
ticular country; but, in practice, they 
have not always proved so successful, 
—present day villains invariably pos- 
sessing a guileless demeanour, out- 
wardly respectable appearance, and 
first-class credentials. 

In this age of increasing air travel, 
it means that every few hours the 
traveller is compelled to go through 
all the passport formalities, although 
the stay-over may be of a few hours 
only and often with no possibility of 


point of view 


eantile fleet. 


moving from the airport itself. All of 
which, to say the least, is a tedious 
process. But we would go even fur- 
ther then just advocate the abolition. 
of the visa system, although that is 
undoubtedly the first and easiest step. 
When that is taken and the attendant 
difficulties overcome, medical inspec- 
tion for transients, as well as tedious 
Customs examinations, will perhaps. 
be tackled. Then ‘will air travel grow | 
even more in popularity and interest. 


SHIPPING IN JAPAN 


Public opinion in Japan has recently 
shown much concern about the lack of 
shipping which contributes to the un- 
favourable balance of payment and 
many suggestions have been advanced 
to remedy this situation -by the ac- 
quisition and building of a new mer- 
American military per- 
sonnel in leading position appear to be 
inclined to agree to Japanese proposals 
as it is obvious that it is in the last. 
resort the American taxpayer who has 
to defray the bill of Japan if she 
should further sink “into the red”. 

Foreign trade is the only means by 
which Japan can continue to exist; and 
it requires no great stretch of ima- 
gination to see that the development of 
marine transportation is one of the es- 
sentials for the promotion of trade. 
There never has existed a great trad- 
ing nation that did not possess a2 large. 
mercantile fleet. 

The proportion of Japanese shipping 
and transportation costs included in the 
total foreign trade volume is approx- 
imately 20 per cent for imports and 
four per cent for exports. Since trans- . 
portation costs for the imports and 
exports during the fiscal year 1947, 
amounted to US$107 million and $7 
million respectively, some $114 million 
were paid to foreign shipping interesis.. 
If the goods had been carried in Japan- 
ese ships, a saving of more than one. 
third of the adverse trade _ balance: 
could have heen effected. However, 
since Japan has in her possession hard-- 
ly a single vessel capable of sailing 
the high seas, it is suggested that some: 
“Liberty” ships be chartered and man-- 
ned by the Japanese. The ‘Liberty’’ 
ships that have been abandoned as in- 
efficient and are now lying idle in the 
United States are far better than most 
of the Japanese vessels now making up. 
the post-war merchant fleet. 

Japan’s merchant fleet in pre-war 
days aggregated some 6 million gross 
tons, and was of considerable impori- 
ance as an international carrier, whose 
earnings more than sufficed to cover 
the unfavourable balance _ resulting 
from excessive importation. The aver-. 
age earnings for the period 1934 
through 1936 was 276 million; 105 
million from imports; #85 million from 
exports; ¥60 million from foreign port- 
to-port cargo; and ¥23 million from 
passenger traffic and other services. 
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HONGKONG SHIPPING REVIEW 


Due to the maritime strike in the 
U.S. local shipping returns in Novem- 
ter showed considerable declines’ in 
- ocean tonnage and unloadings of ocean 
cargo. Only seven American ships call- 
ed during November on Hongkong. On. 
the other hand, river shipping showed 
again further increases with tonnage 
recording the highest figures for the 
year and cargo carried well maintain- 
ed. Ocean passengers arriving and 
leaving were reduced against preceding 
months while passengers in river 
steamers showed record figures. 


Commercial Cargo 


Commercial Cargo (ocean), excluding 
H.M. Forces and H.K. Govt. stores, in 
November : — 

Cargo discharged was the lowest in 
1948, against October decreased 14.95%, 
against Nov. 1947 decreased by 27.86%, 
and against 1948 monthly average (for 
11 months) down by 27.33%. 

Cargo loaded was the highest in 1948, 
refiecting stepped up exports to Far East- 
ern countries, Europe, Africa, the Near 
East; this record result is the more re- 
markable and encouraging as it was 
achieved in a month when the US. 
maritime strike was fully felt in the 
Colony and very few export shipments 
to America could be effected. Novem- 
ber loadings were increased against 
the 1948 monthly average (11 months) 
by 14.4%. 

Totals for first 11 months of 1948: 
eargo discharged 2,102,947 tons, loaded 
944,502 tons. The monthly average of 
1948 is higher than the 1947 averages, 
by 1.93% for cargo discharged, and by 
‘20.85% for cargo loaded. These com- 
parisons prove that imports during 1948 


Deducting #125 million in costs, an 
average net profit of #151 million was 
realized each year. This covered the 
trade deficit of some ¥96 million and 
left some *¥*60 to spare. 

The War, however, practically an- 
nihilated the fleet; and although the 
remaining tonnage is placed at 1.5 mil- 
lion gross, 70 per cent consists of war- 
time “standard” vessels and the re- 
mainder is made up of superannuated 
or decrepit hulks. There are actually 
only 5 or 6 ships capable of undertak- 
ing long ocean voyages. New bottoms 
must therefore be built, but because 
of various difficulties progress is far 
from smooth. The shipbuilding pro- 
gram for the current fiscal year calls 
for the completion of 150,000 tons, but 
at this rate it will take years to build 
up to the 4 million ton limit which is 
to be imposed on Japan. 

There is a way by which shipping 
earnings can be gained even though 
new ships fail to leave the slips. For 
instance, 7 of the Japanese’ tankers 
are shuttling to Persia, engaged in the 


transportation of GARIOA petroleum. — 


For the carrying of such cargo as Hai- 
nan iron ore, highly efficient ships are 
not necessary; ramshackle can 
journey to Korea or China and even 
as far as Singapore. 


‘Tiver runs, 


were, by weight, about the same as in 
1947 while exports, by weight, were 
considerably expanded. 

Total ocean cargo carried for Jan. to 
Nov. 1948 was 3,047,449 tons which 
compares with total tonnage of ocean 
steamers, arriving and departing the 
same period of 14,495,532 tons. 

_ During the current year the propor- 
tion of ocean cargo imported and ex- 
ported changed ‘considerably when 
compared with 1947. During the first 
11 months of 1948 122.65% more cargo 
was discharged here than loaded, while 
in 1947 the respective percentage was 


163.98%. Most ocean steamers leave 
Hongkong after discharging foreign 


goods with holds half or one 
empty. 


third 


Cargo figures, highest & lowest, for 
1947 and for 11 months of 1948:— 


a Discharged Loaded 

highest, March 249,662 Nov. 83,570 

ao Sept. 143,527 Feb. 54,857 
highest, March 241,574 Nov. 98,299 
lowest, Nov. 138,922 Oct. 57,988 


Cargo on River Steamers 


In November, river steamers between 
Hongkong and Pearl River delta ports 
(mainly Canton and Macao) carried 
slightly less inward cargo while exports 
from here were, as far as tonnage is 
concerned, considerably increased. 


River cargo, inward and outward 


(in tons) :— 

November October 
discharged ....... 8,533 8,865 


Compared with the monthly average 
for the ‘first 6 months of 1948, the 
November figures show declines of 8% 
while at the same time the tonnage of 
vessels strongly advanced, about 60% 
higher in Nov. than during the earlier 
part of this year when cargo, imported 
and exported exceeded present levels. 

These figures reflect the unusually 
large employment of tonnage on the 
partly a result of excess 
tonnage and unprofitable conditions in 
China shipping, which had to be put to 
work in spite of declines in freight and 
severe competition with rate cutting 
unabated. Some recompensation was 
in higher passenger transporta- 
ion, 

Bs dard cargo figures for Jan. to Nov. 

Inward 96,711, outward 82,694, a 
total of 179,405 tons. 

Compared with the 1947 monthly 
averages—about 12,000 tons inward, 
8,000 tons outward—the monthly aver- 
ages of 1948 (first 11 months) show 
declines of 26.7% tor inward, and 6% 
for outward cargo (this year’s averages 
being 8,792 tons inward, and _ 7,517 
outward), 

While in 1948 imports from river 
ports, mainly Canton and Macao, as 
far as tonnage is concerned, exceeded 
exports to the same ports by 1,275 tons 
per average month, such excess in 1947 
was around 4,000 tons. 


Ocean and River Tonnages and 
Passengers 


Comparisons for shipping by flags for 


November cannot be attempted as they 
would give a distorted picture due to: 


the absence of U.S. ships; while in nor- 
mal months approx. one American ship 
calls here every day, last month record- 
ed only 7 ships. British ships remain 
however in the same leading position 
as always while the Netherlands © flag 
is firmly in third place (after the US. 
in normal months). Dutch shipping is 
steadily on the increase and there were 
in November no less than each 18 ar- 
rivais and sailings. The Danish flag is 
also. becoming more conspicuous in 
Hongkong. 


In river shipping there are only Bri-. 


tish and Chinese vessels on the run 
between the Colony and Canton river 
ports as well as Macao. British ships 
accounted in Nov. for 77.65% of the 
total, and Chinese vessels for 22.35%. 


Ocean tonnage in November:— 
Against October decreases amounted to 


12.31% for arrivals,.and 22.27% for 


departures, a result of the U.S. mari- 
tims strike. Against the 1948 record 
month of May the decreases amounted 
to almost 30%. 


River tonnage in November:—Re- 
cord figures for the year 


month) of 4.7% for arrivals and 2.4%. 
for departures. 
Passengers, 
creases against 


partures. 
Passengers, 


the year with 10.12% over arrivals, 
and 2.49% over departures of October. 


Comparisons with 1947:—-(Arrivals 
only):— 
Monthly averages 
1947 1948 
(11 months) 


ocean shipping 597,99615 660,82912 


river 71,707 118,702 %4 
In 1948 ocean shipping increased 


over 1947 by 10.51%, while river ship-. 


ping increased by 6542%. 
Total tonnage entering Hongkong in 


1947:—ocean 17,175,959, river 860,490, a - 


total of 8,036,449. For the first li 
months of 1948 ocean tonnage entering 
Hongkong aggregated 7,269,126, and 
river tonnage 1,305,726, a total of 
8,574,852. 


The tonnage figures of 1947 when 
compared with 1946 were almost 75% 


up but represented only about 50% of 


the average prewar tonnage entering 
the port of the Colony. In 1948, the 
monthly average of shipping entered 
compared with the prewar average is 
less than 60% of the figure before the 
war. 


Ocean and river passengers in 1948, 
per average month, aggregated 118.680, 
against in 1947 a total of 98,218, thus 
showing this year an increase in pas- 
senger traffic of almost 21%. 


showed in-- 
creases over October (previous record. 


Ocean steamers:—de- 
October amounted to: 
10.96% for arrivals, and 19.53% for de-. 


River steamers :—high- 
est monthly figures were recorded for 
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SHIPPING STATISTICS OF HONGKONG 


For The First Eleven Months of the Year 1948 
TONNAGES AND PASSENGERS INWARD AND OUTWARD 


During the first 11 months of 1948 the total tonnage of ocean ships aggregated 14,495,532, and the total tonnage 


of river ships amounted to 2,613,691, making a grand total of 17,109,223. 


The largest arrival and departure of ocean tonnage was recorded in May. 
nage of river shipping was recorded in November. é , ; 
The largest number of passengers on ocean ships arrived and departed in March. The largest number of river 


boat passengers arrived and left in November. 


The largest inward and outward ton- 


Total passengers, ocean, inward and outward: 473,029, river, inward and outward: 832,950, grand total passen- 


gers: 1,305,979. 


MONTHS 


January 
February 
March 
April 
May 

June 
July 
August 
September 
October 
November 


FLAG 


French 
Norwegian 


Panamanian... 


Philippine 
Portuguese 
U.S.S.R. 
Swedish 


Total Foreign .. 


Total 


French 
Norwegian 
Panamanian 
‘Philippine 
Portuguese 
U.S.S.R. 


Total Foreign ... 


Total 11 months 7,269,126 


8 


OCEAN STEAMERS RIVER STEAMERS ‘- OCEAN RIVER 
TONNAGE TONN AGE PASSENGERS PASSENGERS 
IN OUT IN OUT IN OUT | IN OUT 
619,031 592,021 104,352 105,135 23,906 19,782 31,011 32,460 
543,329 557,534 95,228 96,246 13,880 11,190 29,900 31,100 
715,538 "716,003 105,981 105,523 32,389 25,729 40,005 42,383 
651,324 606,514 123,037 123,127 28,088 20,911 37,847 44,687 
743,222 772,700 111,132 111,497 22,511 25,139 39,978 38,402. 
690,510 711,658 105,690 - 102,430 18,115 16,917 34,706 32,962 
686,393 671,442 86,775 » 90,518 — 23,617 20,651 31,546 - 34,102 
734,692 736,436 124,808 ‘124,892 25,163 19,046 37,944 35,544 
712,108 674,975 121,685 122,802 24,078 24,412 34,558 38,337 
624,977 667,962 159,766 160,955 23,479 18,409 41,843 48,372 
548,002 519,161 167,271 164,840 20,904 © 14,813 46,079 49,784 
7,226,406 1,305,726 1,307,965 256,030 216,999 404,817 428,133 
HONGKONG SHIPPING REPORT FOR NOVEMBER 
ARRIVALS | 
| PASSEN- PASSEN- 
Ocean Steamers River Steamers TOTAL CARGO GERS GERS. PASSEN- 
7 RIVER RIVER OCEAN 
No. Tonnige No. Tonnage No. Tonnage STEAMERS STEAMERS STEAMERS TOTAL ‘i 
93 255,106 197 129,887 290 384,993 30,463 10,297 40,760 
387 — i. — 48 
49 69,723 148 37,384 197 107,107 15,616 2,673 
8 34,978- — — 8 34,978 | 
] 270 — 1 270 1 
22.707 -— — 16 28,797 — 1,700 
9 28,013 _- — 9 28,013 — 3 
6 14,545 -- — 6 14,545 on 
2 1,839 oo ~— 2 1,839 — 
2 2,076 2 2,076 — 
3 8,325 rhe — 3 8,325 — 
121 292.896 148 37,384 269 330,280 15,616 10,607 
914 548,002 345 167,271 559 715,273 46,079 20,904 
DEPARTURES 
87 234693 194 127,473 281 362,166 33.494 6,967 
47 73,639 150 37,367 197 111,006 16,290 2,417 
8 24,829 — — 8 24,829 : 
18 79,686 — 18 76.886 4,073 
1 270 — — 1 270 moe 1 
16 28,014 — — 16 . 28.014 — 1,214 
6 22,052 -~ — G6 22.082 — 
6 12,856 — 6 12,856 
2 296 — — 2 296 a 
8,325 — 3 8,325 
118 284,468 150 37,367 268 321,835 16,290 7,856 
205 519,161 344 164,840 549 684,001 49,784 14,813 


= 
| 
British 
Americar 
Chinese 
Danish 
Dutch 
British 
America 
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COMMERCIAL CARGOES | 
(OCEAN STEAMERS) 
Year—1947 Year—1948 

Month Discharged Loaded TOTAL Month Discharged Loaded TOTAL 
190,450 83,357 273,807 180,544 86,534 267,078 
184,771 54,857 239.628 Peoruary 202,807 76,542 279,349 
March. 249,662 77,219 326,881 March .....+... 241,574 81,980 323,554 
ss 166,681 70,573 237,254 224,985 68,215 293,200: 
177,964 62,307 240,271 222,296 94,220 316,516. 
September ...... 143,527 73,849 217,376 September ..... 160,429 98,162 258,591 
194,688 74,289 268,977 October ...... 163,350 97,988 221,338 
November ...... 192,578 83,570 276,148 November....... 138,922 98,299 237,221 
December ...... 158, 760 69,498 228,258 December ..... 
2,250,625 852,562 3,103,187 2,102,947 944,502 3,047,449 | 
ERAG 187,552 71,047 191,177 85,863.8 277,040.8. 


AVERAGES 


258,599 


Bunker Coal and Oil 


_In November ocean and river ships 
bunkered the follcwing quantities of 
coal and oil:— 


In tons 
Coal Oil 
Ocean steamers ...... 9675 14,370 
River 1,309 949 


* * 


TRADING JUNKS & LAUNCHES 
(in foreign trade under 60 tons) 


November returns (in tons) :— 
Inward Outward 


Launches 326 1, 1,077 
Total Cargo .. 27,676%4 8,806 14 
Vessels: Junks 112,989 121,422 
Launches 4,690 4,807 
Total Vessels . 117,679 126,229 


Compared with October the returns 
for November show a substantial in- 
crease for exports of cargo from here 
to South China ports and Macao while 
imports from these ports into Hong- 
kong remained on the same ievel as in 
the previous month. Remarkably 
large was the cargo quantity loaded 
for abroad in launches which was the 
by far heaviest in this year. 

The November figures refiect better 


sales of local merchandise to China but | 


still remain behind the cargo figures of 
the earlier months of 1948. 


Passengers by junk arriving here in 
November were counted at 2,078, and 
those who left were officially stated to 
be 7,086. It is taken for granted that 
passenger statistics cannot present an 
accurate picture of the traffic; over a 
period the arriving and departing pas- 
sengers—mostly travelling traders and 
watchmen for cargo on board junks— 
should balance each other. There is 
hardly any real immigration or emigra- 
tion going on by means of junks. The 
discrepancy between official statistics 
and supposed actua! figures is explain- 
ed by the fact that many junk owners 
carry excess passengers and, fearing 
prosecution and fines inthe Colony, 


Mainland where no control 


usually land all or part of the passen- 
gers at such parts of the Island or 
appears 
possible. The Marine Court has _ had 
very much to do with such offending 
junk owners and most of these people 
have been fined when apprehended 
but the fines are not considered a de- 
terrent under present conditions when 


- the carrying of excess passengers is very 


profitable although the safety of the 
travelling traders and the crew is en- 
dangered. Customary as it is, however, 
in China the overloading of ships with 
passengers and cargo does not arouse 
public indignation or cause prosecu- 


tions by Chinese ceiaithe: Many disas- 
ters at sea have happened and thou- 
sands of Chinese had to pay with their 
lives for this criminal negligence on the 
part of Chinese shipowners but no im- 
provement is noticeable. By increased 
watchfulness and more severe penalties 
to be imposed when junk owners are 
caught in the act of contravening 
local maritime regulations the present 
dangerous irregularity in junk passen- 
ger traffic might be reduced. 

- During November 885 junks, includ-. 
ing 20 motor launches, were licensed 
for operation, and another 42 launches 
(of which 6 were motor boats) obtain- 


JUNKS & LAUNCHES 
Traffic Figures‘for first eleven months of 1948 


ARRIVALS 
Tonnage of Vessels 
Launches Junks 
September........ 4,035 111,071 
November 4,690) 112,989 
51,794 1,303,344 
Tonnage of Cargo 
25714 30,354 
19314 27,859 
326% 27,341 


DEPARTURES 
Tonnage of Vessels 
Launches Junks 
Peoruary =... 3,694 87,947 
3,865 113,223 
September 4,060 114,417 
November... 4,807 121,422 
46,196 1,214,198 
Tonnage of Cargo 
157 4,085 
346 2,910: - 
August 80 6,406 
September... . 29134 3,423 
November........ 1,077 46 7,729 
4.140%, 68,236 


| 
| 
| 
| | 
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HONGKONG INDUSTRIAL REPORT 


Production in November’ was 
generally on a higher level than in 
‘Cctober with better sales reports and 
‘overseas orders coming in. Employ- 
ment of industrial labour was well 
‘maintained on the whole and weaving 
‘mills could report a higher number of 
-hands in November than during many 
‘months past. | 

Skilled weavers are now in. short 
supply in spite of the immigration of 
many Shanghai workers and trainers. 
The textile industry had a relatively 
prosperous month and is looking for- 
ward with confidence to further ex- 
pansion of output and sales in foreign 
markets. Continued deterioration in 
China given another welcome 
chance to local weavers and knitters 
as Shanghai and North China mills 
were unable to produce sufficiently to 
meet domestic market requirements and 
exports from Shanghai were, for the 
time being, practically suspended. As 
in the past the sales and low price 
policy of the Chinese Government 
owned mills combined with the high 
pressure export drive of the Chinese 
authorities (e.g. shipping piece goods 
out on consignment or long term pay- 

ment conditions) caused depression in 
Hongkong’s weaving and_ knitting 
mills, the recent change in the textile 
industrial position of China opened up 
new markets for local products. Japa- 


ed licences. The majority of licences 
issued were renewals for fishing junks. 


Comparisons between 1947 and the 
first 11 months of 1948:— 


Year 1947 Jan./Nov. 


1948 
Tonnage of Junk & Launches 


1,208,781 1,355,138 
1,203,089 1,260,394 


2,411,870 2,615,532 
Tonnage of Cargo 


Total Vessels .. 


299,795 320,194 
Departures... 245,788 72,376 
Total Cargo ... 545,583 392,570 
Monthly averages of Cargo 
24,983 29,108 
Departures ...... 20,482 6,579 
Total, average 
45,465 35,687 


The tonnage of junks and launches in 
1948 has increased over 1947 by 18%%. 
The tonnage of cargo for exports from 
Hongkong has heavily declined by 
67.88% but the tonnage of cargo of im- 
ports into Hongkong increased this year 
by 16.51% over 1947. 

The cargo figures reveal larger China 
produce shipments to Hongkong in 1948 
while exports from here to China al- 
most collapsed, another proof of the 
trade debacle of China, the dropping 
purchasing power of the people and the 
severity of import embargoes enforced 
by the Nanking government. 


on 


nese competition is felt everywhere 
but as long as present exchange difli- 
culties remain with Japan there ap- 
pears no real danger of a reduction in 
overseas demand for locally made 
piece goods. However, in due course 
Japanese cotton piece goods will be 
pumped into all Far Eastern, Asiatic 
and African markets: but meanwhile 
the local industry should have fully 
adiusted itself to the future sales con- 
ditions, i.e. lower. prices, higher 
quality, greater reliability, better ser- 
vice. Those mills here which cannot 
go with the times will go to the wall. 

Notable advance in production and 
sales were reported from the enamel- 
ware, electric torches and wire nails 
factories. Orders from abroad have 
been coming in and enquiry is lively. 

™he four cotton spinning mills which 
at present are operating here sell their 
yarn to local weavers and knitters, 
the imported yarn price, as controlled 
by Dept. S.T. & I. is slightly lower 
than the locally spun product but 
weaving mills are anxious to take up 
Hongkong spun yarn as 
exporting to Empire countries, their 
textile goods enjoy lower duty rates 
account 
granted. Otherwise, if Japanese, Chi- 
nese or Italian yarn is being used in 
the weaving of piece goods, no Empire 
Preference rates are enjoyed. — 

Well supplied ._with orders were 
hosiery makers and garment & shirt 
factories.. A local hat manufacturer 
is also enjoying continued good busi- 
ness, and his sales are on the increase. 
The output of buttons by loca] factories 
has further advanced which was a re- 
sult of the increased output in the 
local garments industry. Exports of 
Hongkong made cotton, iinen, mixed 
embroidery and napery are brisk; this 


industry being entirely in the hands of 


women, usually from Swatow and its 
hinterland, there is much improvement 
possible if new capital will be invest- 
ed and skilled female workers’ be 
brought to Hongkong. 

Printers had a very good time in 
November and during the _ current 
month are doing capacity business. 
The Chinese Government, in urgent 
need of new bank notes, this time of 
the “gold yuan” variety, has placed 
big orders with a local printer and 
hundreds of cases of these yuan notes 
are shipped out from here to China 
for “relieving the demand of Chinese 
currency”. When last August the 
local bank note printers were inform- 
ed by the Chinese Govt. that there was 
no longer any need to produce bank 
notes, some 800 men had to be laid 
off (vide our issue of Sept. 3, page 228) 


but the general opinion was then held, 


which proved correct in the end, that 
the resumption of printing of new 
notes was only a question of short 
time. 
in U.K. and U.S.A. was quickly ex- 
hausted and all available printers, in 
China and Hongkong, had once again 


thus, when) 


of Empire Preferences © 


The stock of bank notes printed > 


to rush to the aid of the hard pressed 
Central Bank of China. 


The Xmas and New Year season has 
caused a flood of orders which, in 
many cases, proved beyond the capa- 
city of printers to cope with. 


One of the most prosperous branches | 
of local: industry remains the furniture 
industry. As new houses and flats are 
springing up all over the Colony and 
new and old offices alike are equipped, 
the furniture makers are working 
overtime and reaping a golden harvest. 
Other branches of the building indus- 
try, such as the local brick works, the 
saw mills, cement works, rattan furni- 
ture makers, have equally enjoyed 
very prosperous conditions. 


More optimistic reports are received 
from the rubber shoes and goods fac- 
tory owners who, after losing much 
ground in the Philippines, found some 
recompensation in other Far Eastern 
and British African markets. Locally 
made rubber canvas shoes enjoy much 
popularity abroad and are one of the 
principal local manufactures. The 
British public has come to appreciate 
Hongkong rubber shoes many years 
before the war and there will be a 
large market when the U.K. import 


- quota, as is hoped here, may soon be 


increased. 


The large shipbuilding and repair- 
ing yards are fully occupied, having 
done most creditable work during the 
year; Chinese owned dockyards have 
had also a good period of working 
with construction of motor boats, 
junks and native craft and a large 
amount of repairs and rehabilitation. 


Vacuum flask factories turn out ever 
better. and more attractive models 
while prices have been reduced—apn- 
prox. $42, :00, 180, 200 and 240 per 
one dozen of flasks of respectively one, 
two, three, four and six pints contents - 
—-and interest abroad was increasingly 
stimulated. A promising industry is 
glass; a great variety of articles made 
of glass are turned out here and trial 


orders usually bring satisfactory re-’ 
sults. 


Better than average operation was 
reported from the needle, tin con- 
tainers, Chinese medicines, match and 
paint industry, the latter developing 
to one of the Colony’s leading and 


most appreciated ‘branches of manu- 
facturing. 


Seasonal upswing in demand for 
foodstufts, canned, preserved and in 
jars, a well as for gourmet powder, 
SOy sauce, seasonings has been noticed 
in November; there was also higher 
production in the confectionery and 
the cigarette industry. 


The manufacture of soap has re- 
cently become a major occupation and 
the variety of soaps produced as well 
as the improved quality is slowly 
showing gratifying results. Output of 
cosmetics mainly for Far Eastern con- 
sumers has also advanced, — 


| 
Departures ...... 


1948 


Registered Factories in Hongkong 


At the end of November the total 
number of industrial establishments 
which had received registration certi- 
ficates from Government amounted to 
1,163 while applications for registra- 
tion as at Nov. 30, totalled 1,335. 

During November 22 factory owners 
applied for’ registration’ certificates 
Which will, after due inspection as to 
workers’ health and safety provisions, 
be granted. The new applications 
came from:—3 metal ware factories, 7 
printing firms, 2 aircraft service and 
overhauling companies, each one joss 
stick, quarry, vermicelli, electric bulbs, 
engineering, goods packing, dyeing, 
foundry, salt grinding and beancurd 
manufacturer. 

APPLICATIONS for _ registration 
certificates for the period January 1, 
1946 to November 30, 1948:— 


Island Mainland Total 

Received ...... 393 1187 1580 

Canceled =..... 49 245- 

. 344 991 1335 
Applications re- 
ceived during 

November... 7 15 

cancelled in | 
7 10 


November .. 3 
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REGISTRATION CERTIFICATES 
issued during the period January l, 
1946 to November 30, 1948:— 


Island Mainland Total 
298 365 1163 

Certificates issued 
during Nov. ..~ 4 12 17 


Employment Position 


At the end of September 1948 the 
total registered industrial labour force 
was 59,709 persons of which 36,747 
men and 22,962 women. During the 
months of October and November the 


number of industrial workers, as far 


as employed in registered factories, 
has increased over the September figure. 
In addition to the above number of 
59,709 workers there are an estimated 
10,000 workers employed in local fac- 
tories and workshops’ which are 
exempt from the legal provision to 
apply for registration certificate (lack 
of mechanical .equipment employ- 
ment of less than 10 persons) and a 
further 7 to 8,000 workers are estimat- 
ed to be employed in industrial estab- 
lishments which so far have not been 
granted certificates and therefore are 
not oificially registered. 

The largest employer of industrial 
labour in. Hongkong is now the textile 


DISTRIBUTION OF NUMBER OF EMPLOYEES IN 
REGISTERED AND RECORDED FACTORIES 
OF HONGKONG 


Total | 


Total 
INDUSTRY Employees % of Employees % of 
March, Grand September, Grand 
Croup f. beatae & Chemical 1948 Total 1948 Total 
industries) | 
‘Construction and Repair of Vehicles .. 30 .09 Ry 53 
Shipbuilding and Ship Repairing 11,366 18.75 9,908 16.59 
‘Other Mieteal Industries 5,794 9 56 9,630 16.13 
- Chemicals, Paints, Oils, etc. .......... 1,556 2.97 1,803 © 3.02 
Group Il. (Basic Industries) 
‘Public Utilities (Electric Light, Gas | 
' Works, Tramways, Telephone) 2,943 4.86 2,976 4.98 
Group Ill. (Other Manufacturing 
Industries and Services) 
Drink and Tepaecco 4,975 8.21 5,405 9.05 
Clothime Industries’ 2.52 1,593 2.67 
‘Paper and Paper Board ..:..........: 455 242 41 
Cardboard Boxes, Paper -Bags, etc. .. 24 .04 23 .04 
Stationery Requisites (not Paper) .... 100 16 120 . .20 
Printing, Publishing and 
Glass and Glass I a 1,006 1.65 997 1.67 
Other Manufacturing Industries ...... 1},452 18.88 6,620 11.09 
Group lil. (Non Manufacturing 
Industries and Services) 
Motion Pictures, Film Studio ........ — — 33 .05 


industry followed by the shipbuilding 
and repairing yards (which previously 
held the first place). Next in impor- 
tance as an employer is the metal in- 
dustry—and within this group. the 
manufacturers of metalware' and 
torches rank first—followed by the 
food, drink and tobacco industry. The 
fifth largest employer is the rubber 
goods industry. Next come the Utili- 
ties (as far as labour in their main- 
tenance and repair shops is concern- 
ed). The 7th to 10th positions are 
held by the printing, chemicals, cloth- 
ing and engineering industries. 


INDUSTRIAL EXHIBITION 
OF CHINESE 
MAN UFACTURERS 


An Exhibition of Chinese Piddable: 
sponsored by the Chinese Manufac. 


turers’ Union, is at present taking 
place in the Colony in which about 
150 local factories participate. The 


previous five exhibitions, on a smaller 
scale than the present one, were held © 
in 1938, 1939, February and December 
1940, and in 1941 just when the 
Japanese invasion. started. Participat- 
ing exhibitors in 1938 were only 40 
end in December 1940 around 120. 
The Exhibition comprises a good 
survey of the activities of local Chi- 
nese manufacturers whose aim is to 
gain more buyers in Far Eastern 
countries, the Near East and Africa; 
a better’ local off-take of their pro- 
ducts is also desired. Some articles, 
like preserved ginger, tinned native 
foodstuffs and soy sauce, ‘ may also 
337 improved sales in Europe and the 


In order to reach foreign buyers 

Hongkong’s Chinese manufacturers will 
have to display their products at the 
forthcoming British Industries Fair. 
The local Exhibition, which is being 
organised on a modest scale and 
mainly attracts the local populace, is 
not expected to result in any large 
increase of orders from overseas. 
‘ H.E. the Governor, in his address at 
the opening of the Exhibition of Chin- 
ese Products last week in Kowloon, 
made an extremely important point, 
which cannot be too strongly emphasis- 
ed, when he said that “the various in- 
dustries must make themselves as effi- 
cient as possible; the inefficient will go 
to the wall.” 

Industrial efficiency is unquestionably 
the pivot on which the _ success of 
China’s exports rest Although a com- 
paratively new member of the modern 
industrial world, the manufacturers in 
Hongkong have the advantage in that 
their plants and machinery in large 
part must, by reason of their recent 
installation, be of the latest types. 
Their disadvantage lies in the fact that 
they are forced to break inte markets 
already fairly well supplied. 

The present exhibition — the first 
since the war—is the largest yet organ- 
ised by the Manufacturers’ Union, and 
is an indication of the progress already 
made in the variety of articles display- 
ed as well as the increasing number of 


(Continued on page 668) 
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ianufacturing plants in and around 
Hongkong. 

It has so frequently been pointed out 
that Hongkong’s trade is entrepot that 
it is trite to repeat it here; but it is 
evident that with the stability offered 
by Hongkong, which cannot be found 
in China, there is every possibility that 
exports from the Cclony will rise in 
volume and importance, granted that 
they can compete in quality and price 
or to quote Sir Alexander once more, 
that “they compare favourably with 
products of other countries.” 

It is regrettable that there is little if 
any display of those types of articles at 
the Exhibition for which Chinese work- 
men are renowned — curios, lacquer, 
furniture, etc. The absence of silk, 
while regretted, is understandable. 
There is, however, a point which the 
Chinese manufacturer would do well to 
censider—design and colour. The Chin- 
ese, as a nation, have always been 
masters in the art of design, but this 
may very easily be lost under the stress 
of modern manufacture, unless the 
danger is recognised and dealt with. It 
is a strange turn of the wheel that 
whereas the West, which as a whole 
suffered acutely from bad design in the 
past, is again stressing the value of 
form and colour, the local manufacturer 
appears to be inclined to disregard its 
importance though it is most’ essen- 
tial where foreign markets are con- 
cerned. 

Manufactured goods displayed bv 
local factories at the stalls on the Ex- 
hibition ground include the _  follow- 
ing:— 

Cotton and silk piece goods, hosiery, 
garments, thread, cotton yarn (spun 
by 3 mills, the Wvler Textiles, Nan- 
yang Cotton Mill and the Peninsula 
Spinners); umbrellas; hats; buttons. 

Rubber shoes, tyres, toys; Stationery 
(incl. pencils); Matches; Leather goods, 
Cigarettes; Paints & lacquer. 

Soap and cosmetics (face powder, 
jotions, perfumery, tooth brushes): 
Chinese and Western style medicines. 
Food and drink: aerated water, 

confectionery and biscuits, vermicelli, 
canned goods (vegetable, fruit, fish, 
meat), sOy sauce, gourmet powder, 
preserved ginger (in syrup, candied). 

Metal products and hardware: elec- 

tric torches (and batteries), hurricane 
lanterns (kerosene burning), oil lamps, 
steel locks and brass hinges, needles, 
tableware, wrist watch bands, char- 
coal and electric irons, aluminium 
pots and pans, wire nails and tacks, 
Trivets, steel window frames. and 
general hardware. Furthermore, print- 
ing machines and weaving automatic 
looms and spinning machines. For the 
war industry there are gas masks and 
steel helmets on display which have 
been manufactured by local factories; 
also pick axes and shovels. The build- 
ing construction industry can _ also 
now obtain local supplies of re-inforc- 
ed steel bars, round & square, chan- 
nels & angles. 
Bakelite ware: lampholders,  swit- 
ches, plugs, sockets, telephone  ap- 
paratus, and general electric acces- 
sories. | 

Plastic goods: there are as yet only 
2 factories in this line producing 


dishes (of polystyrene) and various 


household articles, frames for mirrors 
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and pictures, some toys. 

Glass ware: bulbs for lamps and 
torches, laboratory glassware, mirror, 
household articles, Vacuum flasks 
and containers. 

Enamel ware: household and kit- 
chen utensils, signboards; crucibles, 
fire brick, fire proof clay. 

A remarkably large percentage of 
local factories is now Owned by people 
from Shanghai and their share in 


-~Hongkong’s manufacturing is on the 


increase. The Exhibition ground is 
reflecting this situation very audibly 
as. - Shanghai dialect is frequently 
heard. 


CHINA LIGHT & POWER 
CO. LTD. 


The capacity of the China Light & 
Power Co. Ltd., the sole supplier of 
electric power in Kowloon and _ the 
New Territories, has been at the end 
of their business year, September 29, 
1948, from turbines 30,500 K.W. and 
from boilers 460,000 lbs per hour. 
Meanwhile, the capacity has increased 
to 50,500 K.W. as a result of the work- 
ing of the new turbine, No. 8, which 
produces 20,000 K.W. A new boiler, 
No. 13, is expected te be ready for 
operation by Sept. 1949 when the out- 
put should amount to 660,000 lbs per 
hour. 


During tne business year of the 


‘Company considerable expansion was 


noticed. Consumers increased by 3,800. 
The operation of more factories requir- 
ed heavier power loads but all demands 
were met by the Company. 
the year Oct. 1947 to Sept. 1948, 385 
factories were connected to the Com- 
pany’s mains. Against this 106 factories 
closed down, which leaves a nett total 
of 279 factories connected. This nett 
figure is made up as follows: 

Plating, 13: engineering, 25; knitting, 
64; sawmills, 32; torch light and bulb, 
9; metal, 34; building and construction, 
12; leather 9; dyeing. 7; printing 8; 
sundry small factories, 66; total 279. 

Rates of the Company will be de- 
creased from January 1, 1949. Rates 
at present and in 1947 as well as the 
new rates are as follows:—(per unit 
in cents):— 


May Jan. Jan. 
1947 1948 1949 


lighting ... 71.28 40 37 


Reductions are granted for bulk 
consumers and the New Territories. 
The ratio of lighting to power of the 
Company is 30:70, ie. for every unit 
of lighting 2.33 units of power are sold. 
The nett average yield of the Company 
from lighting and power is 22.88c. 

The Company’s policy in 1948 has 
been one of conversion, to oil firing. 


‘The new boiler is equipped for oil firing 


During. 


and during the course of the year, 
Nos. 7 and 8 boilers were likewise 
converted. Although these boilers: 
were installed in 1924, they have been 
fully reconditioned and converted to oil 
firing and they are at present opera- 


ting satisfactorily. The oil conversion 


was done with locally manufactured. 
equipment designed and fitted by local 
engineers. During the course of the 
year coal purchases have been nesgli- 
gible, being due to the maintenance of 
the efficiency of the Company’s plant 
on oil firing. No, 12 Boiler was -con-. 
verted to dual firing and it has been 
on range for various periods during 
the year with satisfactory results. , 


The Distribution Department has 
been faced with a great deal of work 


due to the growth of the demand in 
various areas, and the need to replace: 


obsolescent mains and plant. The re- 
placement of overhead mains, meters 
and meter boards, and the overhauling 
of service connections, has proceeded 
apace. The improvement in the Com- 
pany’s distribution system during the 
business. year ending Sept. 30, has been 
considerable. With the influx of the: 
new cotton spinning factories and the 
establishment of various other new 
factories, plans to meet the Company’s 
obligations as envisaged before the war 
have had to undergo considerable re- 
vision. This has meant a great deal 


of forethought and planning, and the 


changes have been further complicated 


by the difficulty in obtaining reason- 


able delivery dates for transformers, 
switchgear and cables from England. 


During the course of the year a great 
deal of technical advice has been given 
to consumers, particularly to the larger 
consumers where such questions as 
industrial layout were involved. 


Consequent upon the Company’s re- 


placement, a new sub-station is being 


built at Kwa Wan to deal with the 
heavy industrial load in that area and 
a second substation will be built very 
shortly at the corner of Prince Edward 
Road and Sai Yee Street to cope with 
the additional load anticipated due to 
the large housing schemes which are at 
present proceeding. Plans have also 
been prepared for a new sub-station 
building, to replace the temporary subh-- 
station, at Kau Pui Shek, the original 
main building havmg been demolished 
during the Japanese occupation. 


It is anticipated that the present dis- 
tribution expansion programme will 
take approximately one year to eighteen. 
months to complete. On completion, 
however, the Company will be in a 
position to deal with the heavy indus-. 
trial demand. 


An agreement was reached with the 
Hongkong & Whampoa Dock Co. Ltd., 
regarding the change of frequency 
from 60 to 50 cycles for the Kowloon 
Docks. All the necessary equipment, 
including switchgear and transformers 
necessary for the changeover, has been 
ordered, but in many cases delivery is 
not expected before 1950: In view of 


the amount of work involved and the. 
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slow delivery of equipment, completion 
is not anticipated under 2—2% years. 

This change of frequency is being 
carried out under directions issued by 
Government prior to the war, whereby 
electricity supply was to be unified on 
oC cycles. The delay in the changeover 
of Docks was entirely due to the inter- 
vention of hostilities. 

The Meter Section is still energeti- 
cally endeavouring to stop thefts of 
current and other similar efforts to 
defraud the Company. As  con- 
sequence of this, the Company’s losses 
have been kept to a minimum. 

Thefts of conductors, etc., have prac- 
tically died out. The only exception 
during the year was the minor pilferage 
of street lighting equipment, mostly 
condensers and small fuses, which have 
caused some trouble. 

In view of the necessity of maintain- 
ing street lighting at a high standard 
of efficiency, energetic steps have been 
taken in conjunction with the Police, 
with the object of minimising these 
thefts 

Some difficulty was occasioned during 
the year, owing to the delay in the de- 
livery of meters; but the position has 
now improved and steps have been 
taken to ensure that no similar difficul- 
ties will arise in the future. 

A considerable amount of work has 
been done to bring street lighting up to 
a satisfactory standard. Government 
asked the Company to carry out fur- 
ther extensions to the street lighting. 
It is to be hoped that all the main 
' Streets in Kowloon will shortly be ade- 
quately illuminated. 


* 


SOY BEANS AND THE 
SOY SAUCE 


Soy Sauce is a dark brown salty 
liquid produced from soy bean through 
a process of fermentation with mold 
and yeast. It is a complicated organic 
compound containing a high percentage 
of Amine-Acids and Vitamins widely 
used as a seasoning throughout the 
Orient to improve the flavour and 
palatability of the diet and also as aid 
in the assimilation of food. Records of 
the use of this relish date back to the 
time before the Christian era. During 
recent years Soy Sauce has gradually 
gained a foothold among the Furopeans 
and it is still enjoying increasing popu- 
larity especially with frequenters of 
Chinese restaurants in Europe and 
America. Nearly every variety of meat, 
fish, or vegetable is strengthened by the 
touch of it. It is equally effective for 
roasting, boiling and broiling. It is 
salty and allowance for the salt content 
must be made when it is used in cook- 
ing. | 

Soy bean seed is used as a food as 
well as for its oil. Soy sauce related 
substances such the’ various 
sauces and the mold-fermented bean 
cheeses among Chinese foodstuffs, 
are highly relished in the Orient. 
Occidentals who became — acquaint- 
ed with the seasonings of Orien- 
tal cookery readily adapted soy sauce 
and other soy bean products to their 
home dishes. ge 


669 
EXPORT SHIPMENTS FROM THE 1948 1947 
PHILIPPINES Cigars 8 tons 1 ton 
Total exports for August of this year Desiccated eh 
were 107,825 tons, carried by 84 vessels, coconut 8,375 _,, 7,130 tons 
as against 146,851 tons for August last Coconut 
year, carried by 72 vessels. oil ‘ 
Principal commodities during August, 3,397, 
as compared to last year, were: cake 3.781 ,. 2.814, 
1948 1947 32,868 bales 70,678 bales 
ogs an 
lumber 2,371,249 board 764,780 board 
Desiccated 
coconut 8,801 5,775 tons Ores 17,186 tons 22,670 tons. 
Coconut 
oil 3,095 ,, 1,033. ,; Rope 184 
Copra 39.112 86,822 Sugar 3,149 ,, — 
Copra Tobacco 175 tons 
9 
and 32.402 bales 64,092 UNITED STATES ASSISTANCE TO 
lumber 2,893,169 board 1,003,409 board THE PHILIPPINES 
feet . eet 
Ores 15,541 tons 20,500 tons While actual totals must await the 
Rope a O78 final auditing of the accounts of the 
Sugar 15,105 ,, — different agencies, the most accurate 
Tobacco — 531 tons estimates available today of United 


Movements of vessels and exports 
maintained their usual volume during 
September, with 81 vessels lifting 107.- 
936 tons. 

The decline in the total exports as 
compared with last year, however, still 
continued, caused principally by cur- 
tailed copra shipments. During Sep- 
tember last year, 77 vesels lifted i44,- 
227 tons of export cargo. 

Principal commodities exported dur- 
ing September, 1948, as compared with 
September, 1947, were: . 


Soy sauce is of value in any table 
sauce and it can rank with yeast or 
other vegetable extracts when prepar- 
ed in concentrated form. It makes a 
delicious bouillon’ especially when 
flavoured with a little celery seed ex- 
tract and garlic. ; 

The soy bean has been utilized for 
many centuries by the people of Orien- 
tal countries in the preparation of 
numerous fresh, fermented, and dried 
food products which form an indispens- 
able part of their diet. The various soy 
bean food products not only give 
flavour and relish but furnish to a very 
considerable extent the protein that is 
the diet of the Western people as sup- 
plied largely by meats. Some of these 
preparations are eaten by Oriental 
people at every meal and by rich and 
poor alike. Shoyu or soy sauce is the 
only one of these Oriental products 
that has been introduced to any extent 
into other countries. 

In view of the richness in nutrient 
constituents, the extent to which these 
are assimilated by the body and _ the 
numerous products to be prepared from 
it, the soy bean deserves high rank as 
an important food material. It contains 
both the water-soluble and the fat-solu- 
ble vitamins. 


demand among Western buyers, but 
prejudice and custom are among the 
factors that prevent a people from 
quickly adopting new foodstuffs. 


Some of the soybeans of — 
the Orient may meet with increasing 


States Government expenditures in the 
Philippines are as follows:— 


million 

pesos 
For the year 880 
For the year: 1960 672 
For the year 19468 797 


When to this total of 2,349,000,000 


pesos is added another 290,000,000 as 


the estimated fair value of war sur- 


plus materials turned over the. 


Philippine Government (actual pro- 
curement cost to United States Gov- 
ernment, P,1,079,000,000), the result is 
a grand total of P.2,549,000,000 or 
US$1,274,500,000 of United States Go- 
vernment expenditures various 
forms in the Philippines during the 
years 1945 through 1947. 


There are still more United States 
Government expenditures ¢ coming 
which are estimated as follows:-— 


million 

pesos 
For the year 1966. 670 
For the year 1949 ........4: 484 
For the year 441 
For: the wear: 169 


By the end of 1951, post-war United 
States Government expenditures in the 
Philippines are estimated to exceed 
four billion, 300 million pesos or 2 bil- 
jion 150 million U.S. dollars. After 
1651 there is every reason to assume 
that United States Government pay- 
ments to veterans and their beneficia- 
ries will continue for many years at a 


yearly rate of between 100,000,000 and. 


150,000,000 pesos. . 
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AVIATION IN PHILIPPINES & 
TOURIST PROMOTION 


Philippine Air Lines inaugurated a 
new air service between Hongkong and 
the United States on October 6, 1948. 
The airline has been granted the air- 
parcel franchise by the Hongkong Gov- 
ernment and the dispatch of parcel- 
post is conducted twice a week. 

The United States inaugurated the 
International Air-Parcel Post on Sep- 
tember 1 this year and Hongkong is 
_the first foreign government in the 
world to reciprocate in the 
national scheme by arranging a return 
service. It is expected that the same 
parcel-post service will be inaugurated 
between the Philippines and the United 
States, which will boost further the 
trade between the two countries. 
The Philippine Government has 
‘initiated a series of diplomatic negotia- 
tions on embassy level in Washington, 
D. C. with a view to concluding bilate- 
ral air agreements with countries on 
the Manila-London route of the Philip- 
pine Air Lines. These countries are 
Siam, India, Pakistan, Egypt, Saudi 
Arabia. and Greece. They are impor- 
tant links in Philippine Air Lines 
Manila-European route and the pro- 
posed treaties will stabilize PAL’s 
globe-girdling operations. At present 
PAL planes on the London flights stop 
at cities of these countries only for 

“refueling. 

: Pending the conclusion of these air 
agreements, however, PAL is seeking 
interim agreements with the govern- 
ments of the countries concerned to be 
able to engage in international traffic 
in passengers, mail, and cargo along 
_the intermediate points covered by its 
rcute. 


Development of Tourism 


As aviation has brought an improved 
and more frequent service to the 
Philippines, it shows what tremendous 
opportunities exist for the development 
of tourist travel. 

The Philippines have an_ enviable 
geographic position being at the cross- 


inter- | 


roads of the Orient. Up to the present 
there has not been any concerted effort 
to stimulate interest on the part of the 
travelling public to pause on their 


journey in the Philippines. Few peo- 


-ple making their first trip to the Orient 
realize that Baguio, the summer cap- 
ital, offers the finest climatic contrast 
to Manila and is stil only 45, minutes 
away by air. The beauties of Pagsan- 
jan Falls, of Tagaytay and other scenic 
splendors present a potential financial 
income worth millions of dollars to the 
Philippines. 


In being vealtitic about developing 
such a potential, the first consideration 
would require setting up of an organi- 
zation possibly called the Philippine 
Tourist Service. Its main objective 
would be the promotion of interest in 
the Philippines. Secondly, this or- 
ganization would encourage the estab- 
lishment of fine hotels and the proper 
development of scenic beauties, such as 
Pagsanjan Falls. Thirdly, it would 
publish pamphlets, booklets, maps, and 
the like to be made available to tourists 
throughout the world. The Philippine 


consulates would offer an _ excellent 


medium for the dispensing of such in- 
formation. In addition, the transporta- 
tion cOmpanies, such as airline and 
steamship companies, stand ready and 
willing to offer the facilities of their 
innumerable offices to place this infor- 
mation in the hands of the public. 


PHILIPPINE REAL ESTATE MARKET 


- Real estate sales in Manila for Sep- 
tember, 1948, totalled P.4,757,580, repre- 
sented by 298 transactions. Of this 
total 95% of the number of sales and 
65% of the peso value, involved trans- 
actions of P.50,000 and below. 


The mortgage market shows a 
smaller amount of institutional funds 
available. Even the Reconstruction 
Finance Corporation is generally using 
its loanable mortgage funds for small 
home loans. Major building projects 
are still hard to finance, due to the low 
limit allowed to domestic savings 
banks. RFC officials anticipate that 
when the Central 
ed they will have abundant. mortgage 


Bank is establish- - 


funds to be released from the excess 
monetary reserves. 

Republic Act No. 273, approved last 
June, permits insurance companies to 
make loans on unimproved urban land. 
So far none of the companies appear to 
have formulated policies on the subject. 
ELECTRIC POWER SITUATION IN 
MANILA 


Electric power sales of the Manila 
Electric Company (Meralco), in Kilo- 
watt hours:— 


1948 1947 

January . 27,301,000 17,543,000 
February 26,021,000 17,503,600 
March 26,951,000 20,140,000 
28,294,000 19,241,000 
August 31,993,000 23,358,000 
September. 32,012,000 23,122,000 
October ..... 33, 914, 000 24,755,000 


The tabulation above shows the con- 
tinuous rapid increase in demand for 
electricity. In October, output was 
221% of the 1941 average output, and 
requests for additional power still con- 
tinue to pour in. The effects of this 
increased demand on the Manila Elec- 
tric Company system, may bring about 
a power shortage in 1949. 

Comparisons of 1948 and 1947 out- 


pu! figures follow: 
Increase Over 
Previous Year 
KWH % 
a+ 
September 8,890,000 27.7 
Ten months ended 
ee 87,962,000 42.7 


At the present time the generating 
capacity is double that of 1941, but 
the demand is very nearly double. 


VALUE OF BUILDING CONSTRUCTION IN MANILA 
—— in Philippine Pesos —— 


MONTH 1939 1940 1947 1948 
January 463,430 1,124,550 3,645,970 6,571,660 January ........ 
February 1,063,050 1,025,920 3,270,150 6,827,005 February 
Match... 662,840 671,120 3,398,910 7,498,560 
1,139,560 740,510 5,564,870 8570410 
495,910 357,680 9,875,435 7,771,487 June _........... 
622,050 661,860 7,428,260 7,568,950 July .......... 
September 554,570 590,380 7,770,310 7,095,860 Aueust ......... 
October... 645,310 738,700 6,747,240 
November 461,580 485,100 7,088,283 
December 1,105,970 333,490 4,924,320 

Total 9,053,250 8,234,460 73,907,248 
Monthly 
Average 754,438 686,205 6,158,937 


REAL ESTATE SALES IN MANILA 
—— in Philippine Pesos —— 


1940 1947 1948 

6,004,145 6,030,012 3,644,734 

.... 1,415,246 7,166,866  4,243.719 

883,207 8,611,076 5,021,023 

.... 403,866 4,618,181 3,129,799 

.... 542,187 3,988,560 8,019,246 
1,324,861 4,097,183 5,146,529 

.... 1,905,828 5,627,572 6,192,876 

1,141,114- , 7,437,213 4,787,581 

993,103 6,083,486 

938,416 4,177,054 

1,504,004 3,205,584 

.... 17,974,844 68,260,104 44,015,210 
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THE SITUATION IN JAPAN. 


(From Our Own Correspondent) 


During the past week, events have 
happened of such importance that they 
may exert strong pressure upon the 
two major political parties. 

In a previous issue (November 24) 
we touched upon the scandals that led 
to the fall of the Ashida Cabinet. Mr. 
Shimokohe’s indictment in connection 
with the Showa Electric Industry 
Company scandal, closely touches Mr. 
Hitoshi Ashida, whose son-in-law he 
is and former private secretary. The 
real shock to the Democratic Party, 
therefore is, where did Mr. Hitoshi 
Ashida obtain the funds which he 
used for the purpose of becoming 
Prime Minister? 

The Socialist Party, however, have 
also received a shock through the de- 
tention of Mr. Nagae, the late Minister 
of Agriculture and Forestry and one of 
their leaders. At the moment he is 
on bail in connection with a scandal 
concerning the Toyo Flour Mill Com- 
pany 

It is felt that under these circum- 
stances, neither the Democratic Party 
nor the Socialist Party, who are in 
opposition. could maintain their pre- 
sent strength in the event of a general 
election. At the present time, confu- 
sion exists in the minds of people as 

to whether the Government is De- 
mocratic-Iiberal or whether it is De- 
mocratic or Socialist. The opposition, 
fearing a dissolution of the Diet and a 
possible defeat in a general election, 
are refraining to press a vote of lack of 
confidence in the Government. which 
they would probably succeed in pass- 
ing as things stand. This explains the 
curious anomaly that no one at pre- 
sent knows which party is actually in 
power. 
Should the peak load continue the 
current upward trend, the demand 


will exceed the supply perhaps 
as early as the middle of 1949. 
There is no possibility of increasing 


the source of supply until September, 
1950. Should there be delays in the 
delivery of materials, this date may be 
even further postponed. 

Meralco, with the assistance of the 
National Power Ccrporation, has done 
and is doing all it can to continue .:ts 
pre-war standard of service. How- 
ever, the demands of the public are so 
much greater than in 1941 that it will 
be impossible to keep capacity ahead 
of demand until the new Rockwell 
power station is completed and until 
other materials, principally for sub- 
stations, come forward more quickly 
than at present. 

The situation has been caused hy 
the total destruction of Manila’s gene- 
rating stations and much of its trans- 
mission and distribution systems early 
in 1945. The efforts of the National 
Power Corporation and the U.S. Army 
coupled with Meralco output have 
produced a capacity of 88,000 K.W. 
compared with 45,500 K.W. in 1941. 


‘Textile Production 


Textile manufacturers have reached 
the sound conclusion that an increase 
in production does not always mean 
increased exports, although an essen- 
tial step in the development of exports. 
Owing to a revision in the official 
pricing of rayon and staple fibre, 
manufacturers are now mainly con- 
cerned in rationalising their industry 
and in improving the quality of their 
goods. It is hoped that this will lead 
to an important development in ex- 
ports, especially under the agreement 
with the Sterling area. In this con- 
nection it is interesting to know that 
the production of cotton fabrics reach- 
ed its highest point in September since 
the end of the war, 


Chemical Products. 


A decline in chemical products, in- 
cluding fertilizers, rayon, etc., takes 
place every winter, due to a shortage 
of electricity. Hydro-electric power is 
the main source of supply in Japan, 
owing to a deficiency in coal, and with 
the freezing of water with the cold 
weather, supplies are cut down. Not- 
withstanding the difficulty, the miners 
are said to be intending to strike for 
higher pay. It is clear, therefore, that 
the most important step the Govern- 
ment can take in the reconstruction of 
the country is.to get the coal mines 


. working on a sound basis. 


The Future of Tea 


With regard to the tea trade, several 
factors including the reduction in the 
official price, were in its favoyr and 
seemed to indicate good prospecis. It 
is now felt, however, that the high cost 
of production and a shortage of capital 
have been responsible for a failure in 
exports. The following export figures 
will give the position: 


1946 1947 
U.S.A. 7,941,240 Ibs. 2,839,290 Ibs. 
Canada 194,058 392,490 
Africa 1,512,612, 4,693,026 
Total 9,647,910 Ibs. 7,924,866 ibs. 


In 1948, up to August, 2,600,000 ibs. 
and during the recent period 600,600 
Ibs. had been exported. At the begin- 
ning of the year it was. anticipated 
that orders from Africa would amount 
to 4,800,900 lbs., but this hope did not 
materialise. The future of tea is dark, 
unless several changes take place, such 
as. for instance, a considerable fall in 
the price. 

Financial Conditions 

The total revenue for the first half 
of 1948 is Yen 89,942 million, or 95 per 
cent. of the schedule. This is good 
compared with the same period last 
year, as it amounts to 21 per cent. of 
the 1948-49 fiscal year budget (Yen 
114,462 million), whereas last year the 
revenue came to 14 per cent. of the 
1947-48 fiscal budget (Yen 214,256. 
million). But Government’ expendi- 
ture is in arrears, and merchants have 
consequently been troubled by a lack 
of funds, which has led to trade being 
dull. 


~ 


FINANCIAL, INDUSTRIAL & COMMERCIAL 


DEVELOPMENTS IN JAPAN 


The national budget for the fiscal. 


year 1948-49 having finally been de- 
cided, the second session of the Diet 
was concluded on July 5th. During the 
209 days session,;: the post-war econo- 
mic rehabilitation plan was clarified 
to some extent, through the expecta- 
tion of economic assistance from for- 
eign countries, and the prospects for 
establishment of national economic 
order’. 

The budget for the current year was 
decided at 400 billion yen for. the 
general account and 1,000 billion yen 
for special accounts. Expenditure in 
the general account includes 100. bil- 
lion yen for war termination expenses 
and reparation disposal expenses, 60 
billion for price adjustment, commodity 
and price adjustment administration 
expenses, 50 billion for economic re- 
habilitation, and 40 billion for public 
works. 29.1 billion ven and 6 billion 
yen are transferred from the general 
account to the Railway Special Ac- 
count and the Communication Special 
Account respectively, in order to cover 
the deficit caused by the lesser ad- 
vance of freight rates and communica- 
tion charges. 


Tax revenue is estimated at 260 
billion yen, almost twofold of the 130 
billion of the previous year, represent- 


ing 64% of the total revenue. A partial 
revision was made in the taxation 
system to reduce income tax, corpora- 
tion tax, etc., and to increase indirect 
taxes. It is problematical, however, 
whether the expected alleviation of 
burden on national life through the 
reduction of tax rates will be realised, 
in view of the successive raising of 
official prices, freight charges, and the 
heavier indirect taxes. Furthermore, it 
is also questionable whether the bud- 
get can maintain its soundness or not. 
The time-lag between expenditure 
and revenue, and the problem of ad- 
ditional budgets will be significant. 
The currency inflation which show- 
ed a stagnant development on account 
of the forced tax collection, restrained 
government disbursements and _ the 
restriction of loans, has again tended 
to accelerate the note issue of the 
Bank of Japan. Expansion in the notes 
issued was brought about principally 
by the increase of loans of the Bank 
of Japan and government payments. 


Although the note issue during the 
first half of this year registered a 
smaller increase of 11.4 million yen 
as against 40 billion for the same 
period of last year and 80 billion for 
the latter half of the previous year, 
future development of the currency 
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circulation is anticipated, in view of 
the improvement of government pay- 
ments under the new budget and the 
higher level of prices and wages. The 
maintenance of a sound budget and 
‘strict control over loans of the Bank 
of Japan, the Reconstruction Finance 
Pank, etc. will be the most important 
measures for checking inflation. These 
financial measures will not prove 
effective, and will even cause some 
confusion, if the unsoundness in in- 
dustrial fields caused by the accelerat- 
ed inflation is left alone. 

Commodity and stock prices show 
a rather stagnant movement. Especial- 


ly the stock market continued to be. 


inactive owing to tight meney con- 
ditions, the disposition of a large 
volume of shares held by the govern- 
ment, and the successive issue of new 
shares for capital increase. Although 
the price movement was” rather 
stagnant, some upward tendency ‘has 
been witnessed through higher prices 
of staple foods. The price movement 
has entered into a new stage, as a 
result of the enforcement of the new 
price structure, which was decided on 
the basis of 110 times of the pre-war 
level as against 65 times decided in 
July last year, the revised level being 
higher by 70% than the former. The 
effect of the new price structure on 
price movement was. still uncertain, 
though further development is anti- 
cipated. 

In accordance with the new price 
structure, the standard salary of gov- 
ernment employees owas revised to 
3.700 yen. The government employees’ 
labour union opposing this decision 
requested a 5,200 yen basis and sub- 
mitted the. problem to the mediation 
of the Central Labour Committee. The 
minimum standard of living of the 
nation must first be secured for the 
attainment of post-war economic re- 
habilitation, and for this purpose, the 
assurance of supply of daily necessities 
is indispensable. If this supply is 
secured 
countries, rehabilitation will materia- 


lise through checking the unfavour-. 


able spiral of prices and wages, and 
improving business rationalisation. 
‘The government plan for the increase 
of rationing of staple food is signi- 
ficant from this viewpoint. 

Deliveries of staple food from 
farmers continue favourably. The 
government purchase of wheat and 
potatoes which started from June, 
showed satisfactory results and in 
several prefectures the original quota 
was fulfilled. The rationing of staple 
food has heen favourable, on account 
of the improvement of deliveries and 
the distribution of imported food. A 
delay in rationing of staple food 
occurred in several districts in ‘the 
between-season period. The future 
prospect for the food situation is not 
so bright, in view of the fact that the 
supply and demand situation of staple 
food during the current crop year is 
anticipated to show a deficit amount- 
ing to 6 million koku, which must be 
‘covered by imports, even though a 


with assistance from foreign: 


THE JAPANESE BUDGET FOR THE 1948/49 
FISCAL YEAR 


The budget for the fiscal year 1948- 
49 (April to March) was approved on 
July 4th, the total revenue being 1,534.- 
067 million yen and expenditure 1,438.- 
400 million yen, the revenue and ex- 
penditure of the general account total-. 
iing 414,462 million yen. 

According to the Public Finance Law, 
the budget must be submitted and ap- 
proved by the Diet every year before 
the fiscal year begins. However in 
view of the development of inflation, 
the decision on the budget for the cur- 
rent year was difficult, and discussions 
continued from the end of last year as 
to wage level, price adjustment, ad- 
ministrative readjustment, resources to 
meet an increase of expenditure, and 
the Cabinet decided the budget draft 
on May 10th. After several revisions 
were made, the revised draft was sub- 
mitted to the Diet-on July 2nd and ap- 
proved two days later. 

As regards the revenue of general ac- 
count, tax revenue amounted to 262,724 
million yen or 63.38% of the total re- 
venues. In order to ensure this huge 
tax collection and to adjust and ration- 
alize the people’s tax burden, the taxa- 
tion system was partially revised. The 
essential points of the tax revision are 
as follows: — | 
(1) Revision of income tax: 

Basic abatement family allowance 


10% increase of production is rea- 
lized. 
Industrial production has shown 


an upward tendency, but the increase 
has been small and slow. The ad- 
vance was brought about by imports 
of raw materials. Output of coal turn- 
ed favourable, but the actual figure 
was smaller than that of the planned 
volume of 36 million tons. The State 
control of coal mining is preparing to 
be enforced for first class mines. Iron 
and steel production also showed an 
upward trend, and several 
furnaces were reopened. Real recovery 
in the iron and steel industry will de- 
pend upon imports of iron ore, fuel 
oil and coal. The activity of the tex- 
tile industry also depends upon future 
imports of raw materials. 

The import of raw materials is the 
most essential factor for the future 
development of industrial production. 


The export trade has not yet been 


favourable. In spite of the enlarge- 
ment of private foreign trade, and 
the extension of non-dollar markets, 
the one-sided balance of trade with 
the United Siates which was un- 
favourable to Japan, is still very pro- 
nounced. 

Economic rehabilitation is the fun- 
damental problem for the improve- 
ment of foreign trade, but it is also 
undeniable} tthat foreign trade r- 
ganisation and the method of settling 
accounts has many possibilities for 
further improvement. From this point 
of view, the effects of the revolving 
funds, the barter system, and ¢:ttle- 
ment in sterling are hopeful, and, at 
the same time. a prompt decision on 


the exchange rate is necessary. 


blast. 


and special abatement on wage in- 

come are extended; tax rates are re- 

duced. 
(2; Corporation tax: 

Capital levy is abolished; tax rates 
on excess profits are reduced; rates 
on foreign corporation’s income are 
reduced to the same rates as domes- 
tic company’s income. 

(4) Creation of transaction tax: 

By this revision, the tax revenue of 
262,714 million yen is composed of 
direct taxes of 162,062 million yen 
(61.68%) and indirect taxes of 100,652 
million. | 

However, if the profit of the Mono- 
poly Bureau of 95,701 million is added, 
indirect taxes will amount to 196,353 
million yen or 54.78% of the tax re- 
venue (including profits of the Mono- 


poly Bureau) and 47.87% of total re- 


venue. Therefore, the expected benefit 
to the working class due to the reduc- 
tion of income tax will be diminished 
by this increase of indirect taxes. 

In expectation of a 15% reduction of 
government workers, personnel ex- 


penses were calculated on the basis of © 


the new wage standard (3,731 yen per 
month), and material expenses on the 
basis of the new official prices which 
were raised by 70% of former price 
level. The principal items of expendi- 
ture in the general account are; “war 
termination” including “return of allied 
properties” and “removal of repara- 
tions,” amounting to 100,600 million 
yen or 24.27% of the total expenditure; 
expenditure to facilitate and promote 
rehabilitation, 174,026 million 
ven. including 53,522 million yen for 
“economic rehabilitation,” 43,517 mil- 
lion yen for “public works,” 51,500 mil- 
lion yen for “price adjustment,” 18,573 
million yen for “government  invest- 
ment,’ accounting for 41.98% of the 
total expenditure. 

The budget for the fiscal year 1948-49 
seems well balanced, the same can be 
said of the budget for the last fiscal 
vear, though it registered a deficit of 
78,003 million yen, principally due to 
delay in tax collection and deficits in 
special accounts particularly in Gov- 
ernment Railways and communications. 
Tax revenue developed favourably 
owing to the tax payment campaign In- 
augurated at the end of the fiscal year, 
but the revenue deficit in the Govern- 
ment Railways and communications 
had to be covered by loans and borrow- 
ings of 13,744 million yen and 4,429 
million yen respectively. Of this 9,786 
million yen represented red letter loans. 


It is, therefore, problematical whether — 


these special accounts in the budget for 
the Reet year 1948-49 will be well- 
halanced or not. In order to ensure 
the balance in Government enterprises, 
railway freight rates and communica- 
tion charges were raised to 255%. and 
400% respectively. In spite of these 
increases a deficit in the two accounts 
will not be covered without loans and 
borrowing totalling 35,378 million yen 
and the transfer from general account 
of 37,224. million yen. In all special ac- 
counts, loans and borrowed money 
amount to 37,295 million. yen and other 
short term loans to 34,098 million yen. 
Thus, the balance of the budget has a 


= 
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weak point in the special accounts, and 
even the general account is not very 
reassuring, 

The net total of the budget corres- 
ponds to about 42% of the national in- 
come in this fiscal year. The burden 
on both enterprises and households will, 
thus, be heavy under present inflation- 
ary circums‘ances. However, as to the 
economic effect of government expendi- 
ture, 16.5% of the expenditure for the 
fiscal accounts is destined for produc- 


tive purposes and 74.5% for consump-. 


tion purchasing power will be increas- 
ed, but funds for industrial production 
will be less. 

The budget will turn out not to be 
well-balanced. Moreover, rationality 
of the new wage standard and of offi- 
cial prices is doubtful, which will make 
necessary additional budgets. The aver- 
age wage in industry was higher than 


- 3,500 yen already in April and this. 


level was taken as the standard of the 
new salary basis. If additional budgets 
amount to such an enormous sum as in 
the last fiscal year, the budget balance 
will be broken and currency inflation 
accelerated. Control of public finance 
may be said as one of the most inport- 
ant problems in Japanese national eco- 
nomy, and on its success or failure de- 
pends Japanese economic rehabilitation. 


Budget for General Account 
(1948—49) 


Yen million % 


Revenue 

Taxes and stamp 

revenue 267,704 64.59 
Revenue from gov- ; 

ernment enter- 

prises & properties 100.662 24.28 
Miscellaneous 42,762 10.31 
Surplus from the 

previous fiscal year 3,332 0.80 

Expenditure 

Imperial household 58 0.01 
Court of Justice .. 1,972 0.47 
Administration 19,860 4.79 
Justice and police 9,586 2.31 
Education & culture 18,896 4.55 
Social & labour .. 13,309: 3.21 
Sanitary & health 4,820 1.16 
Economic rehabili- 
Public works ..... 43,517 10.49 
Price adjustment . 51,500 12.42 
‘Commodities and 

price adjustment 

administration 

expenses ....... 6,914 1.66 
Common adminis- 

tration expenses 19,087 4.50 
Local finance 40,310 9.87 
Pensions and an- 

771 0.18 
Government invest- 

Debt service ...... 7,522 1.81 
War termination . 92,600 22.34 
Return of allied 

properties ..... 1,606 0.38 
Removal of repara- 

Reserve fund ..... 2,000 0.48 


MALAYS, INDIANS & CHINESE AND 


TERRORISM 


Dato’ Onn bin Jaafar, Prime Minis- 
ter of Johore and the acknowledged 
political leader of the Malay people, 
explained to the British people during 
his recent stay in London that terror- 
ism in Malaya, 
Chinese immigrants, has nothing to do 
with the Malays. As President of the 
United Malays’ National Organisation, 
the only political party of first rank in 
the country, Dato’ Onn stated that 
more than 99 per cent of the peoples 
of ee are behind the Government 
in its 
smash the bandit gangs operating 
from the jungle. By arson, murder and 
fear, they seek to disruvt the economic 
and political structure of Malaya, de- 
claring that their movement is a re- 
volt against alien tyrants. Their Com- 
munist friends overseas, and particu- 
larly their apologists in Britain and 


Australia, hammer on this view. They 


say the jungle guerillas are leading a 
struggle for independence similar to 


that of the Republicans in Indonesia. . 


But the facts in Malaya are incon- 
trovertible. The armed terrorists who 
strike by day or night against peaceful 
citizens of all races, who burn down 
rubber factories and sabotage com- 
munications represent, less than one- 
half of one per cent df the peoples of 
Malaya. | 

It is estimated that the terrorists, to- 
gether with their sympathisers and 
those detained under the Emergency 
Regulations proclaimed four months 
ago, number only 10,000 out of a_ total 
population of 4,862,000. : 

As the Commissioner General in 
South-east Asia, Mr. Malcolm Mac- 
Donald, who is now in London, said re- 


cently: —‘The disturbers of the Mala- 


yan peace are comparatively small 
groups of violent individuals who are 
not representative of the people of the 
country.” 

The armed terrorist forces are estim- 
ated to number about 5,000. Com- 
munists comprise one-third of the fight- 
ing arm, the remainder being profes- 
sional bandits or thugs, together with 
a percentage of men press-ganged into 


Taxes and Stamp Revenues 


‘in million yen) 
1948—49 1947—48 
Budget Budget 


Taxes 
tax... 2... 146,371 69,044 
Temporary income 
Corporation tax 13,000 6.300 
fax . 45,776 23,870 
Soft drink tax ... 1,647 415 
Sugar 362 1,180 
Textiles tax ..... 8,060 2,117 
Commodities tax 17,508 7,845 
Transaction tax 21,400 
tax 2,389 294 
Entertainment tax 3,035 6,518 
Other tases: ...... 2,666 7,738 
Stamnes... .. 4,990 990 
Profit of Monopoly re 
95,701 51,265 
Grand total .. 363,405 186,576 


inspired and led by. 


campaign to hunt down and. 


division; and the 


IN MALAYA 


Service, most of them illiterate labour- 
ers. 

It is estimated that 95 per cent of 
the armed terrorists are Chinese, of 
whom more than three quarters are 
alien born. The number of Malays 
operating with them is less than 200, 
most of these are malcontents of Indo- 
nesian origin. The Indian subversive 
elements are negligible, not more than 
90. Of 343 terrorists killed or captured 
in four months 332 were Chinese, six 
Malays, three Indians and two Siamese. 
Most of the Chinese were immigrants 
with no loyalty to Malaya. In _ the 


State of Perak, of 54 Chinese terrorists 


captured, 24 admitted that they were 
immigrants from China. The other 30 
claimed birth in Malaya. By so doing, 
they could avoid deportation. From 


subsequent checks made, police author- 


ities found many were born overseas. 
Malays’ Opposition 

Who is opposed to these terrorists 
perpetrating violence by gun and am- 
bush? An effective answer comes from 
the indigeneous Malay people, who 
from the beginning of the outbreak of 
terror in June have shown unmistakable 
hostility towards the Communists. 

The Malays responded in a remark- 
able fashion to the Government call for 
aid in enforcing law and order. In the 
past four months, more than 22,000 
Malays enrolled as Special Constables. 
Their duties were to guard rubber es- 


tates, tin mines, vulnerable points and 


kampongs against attack. Another 7,700 
Malays joined the Auxiliary Police as 
unpaid volunteers, ready to be called 
upon for army duty by the Police at 
any time. 
enlisted in the Malay Regiment, of 
which two battalions are in active 
operation against terrorists in the jungle. 
Recruiting still goes on, and a third 
battalion is now being formed. 640 
Malays have joined the, Royal Air Force 
Regiment. This consists of four squa- 
drons of 160 men each. Another squa- 
dron is now being raised. In addition, 
during the past four months, 1,350 
Malays have signed on with the regular 
police force. The total number of 
Malays inthe regular police 1s now 9,414. 
Altogether, there are approximately 
42.000 Malays taking an active part in 
the offensive drive against the terror- 
ists. ‘This figure represents one Malay 
in every 500 of the Malay population. 
And the Malays are pressing for fur- 
ther strength. Their leaders have ask- 
ed in the Legislative Council for the 
Malay Volunteer Force to be revived; 
and Malaya ba 
iment expan 
taken steps to form local defence 
beach on the line of the Home Guards 
in Britain during the war. 
Indians’ Loyalty 
In the Indian community, it is estim- 
ated that more than half the popula- 
tion of 534,000 is es born. Their 
immediate allegiance is to Malaya, the 
land of their birth or adoption. 
Indian leaders, whether representing 
the Government of India, the Malayan 
Indian Congress or the newly formed 


Two thousand Malays have © 
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Malayan Indian Association, have urg- 
ed their compatriots to stand behind 
the Government. One lawyer-member 
of the Legislative Council, Mr. R. 
Ramani, declared, “If we fail in our 
duty to Malaya, we fail in our duty 
to India.” 

Despite their smaller number, in- 
dians have joined the forces. There 
are 1,190 Indians in the Regular Police 
Force, 1,700 in the Special Constabulary 
and 797 in the Auxiliary Police. 

Perhaps the strongest evidence of the 
quiet but forceful attitude of the Indian 
community comes from the great body 
of 152,000 Tamils who _ provide two- 
thirds of the labour on Malaya’s rubber 
estates. Despite the depredations of the 
terrorists and their assaults on the lives 
and properties of rubber workers, whe- 
ther Indian tappers, Chinese contrac- 
tors or European managers, the Tamil 
labourers are working at full strength 
throughout Malaya. 

When many of their union leaders 
fled into the jungle, taking with them 
books and funds, the Indian trade un- 
ion members were left stranded. Today, 
the Indian unions, both on rubber es- 
tates and in industry, are steadily be- 
ing reformed without Communist guid- 
ance. 

The Indians are also carrying out a 
vital role in three Government depart- 
ments—Railways, Telecommunications 
and Public Works. 
number 32,000. In spite of the daily 
danger of terror striking indiscrimin- 


ately from the jungle, Indian labourers 


-guerillas in the jungle, because 


Altogether they 


go on building roads, repairing tele- 
phone lines cut by the bandits, and 
manning the trains and freight cars. 
The Chinese Situation 


The situation of Chinese is more in- 


vidious. Because most of the terrorists 
are alien born Chinese, it has been 
more dangerous for the law-abiding 


members of the Chinese community to 
show their hostility actively or openly. 
By far the greatest numbers of murders 
have been those of Chinese employers, 
school teachers, contractors and labour- 
ers known to be cooperating with the 
Government. 

Of the Chinese population of 18,000,- 
000, it is estimated that half are locally 
born. The Chinese, with centuries of 
peaceful disposition behind him and 
with an innate dislike of violence, 
wishes only to be left alone to carry 
on his normal livelihood. 

In particular, danger comes closest to 
those Chinese who live near’ areas 
where terrorists operate. Some of them 
are undoubtedly in sympathy with — 
they 
are related to them. Through good or 
evil, the Chinese ties of family stand. 
Many others, however, have no wish to 
be involved at all. They therefore take 
the line of least resistance, and _ for 
fear of reprisals, conduct themselves 
with apparent indifference. 

Behind this passive attitude, much 
goes on. More and more information 
comes from Chinese villagers. One 


home. 


newspaper said of this, “When so many 
of their own leaders are silent, this 
needs courage of a high order.” 

The attitude of the Chinese has been 
publicly stated by their overseas lead- 
ers. On the celebration of the Double 
Tenth Anniversary, the Chinese Consul 
General, Mr. Li Chin, urged all Chinese 


to cooperate with the Government 


against what he called “the dark forces 
of Malaya.” Mr. Tan Kwok Chor _ of 
the Kuomintang Overseas Office, has 
recently returned to Malaya from Nan- 
king where he spent three months re- 
porting on the terrorist situation. He 
said the Chinese Government wanted 
the Chinese in Malaya to cooperate 
with the Malayan authorities in restor- 
ing peace and order as quickly as possi- 
ble. 


Perhaps the truest voice of the Chin- 
ese was that of the late Dr. Ong Chong 
Keng of Penang, who was slaughtered 


by terrorists while on an errand of © 


medical mercy by night. Dr. Ong re- 
presented the 250,900 Straits-born Chi- 


nese in Penang in the Legislative 
Council. In a courageous speech in the 
Council, Dr. Ong made an outspoken 


declaration of Chinese feeling a few 
weeks before his death. It is the com- 
mon belief in Malaya that his murder 
was revenge for the speech he made. 
After declaring that banditry and mur- 


der in Malaya were part of a plot ae 


aisrupt peace and order before impos- 
ing Communist terror on the country, 
Dr. Ong said, “Malaya is not our second 
It is our only home.” 
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Annual Race Meeting, 1949. 
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interval is after the fourth race (1.30 p.m.). 

There are 10 races each day (50 in all). The “Hong Kong Derby” is scheduled to be run on the third day, 
Tuesday, 18th January, Race No. 6 at 3.30 p.m. 


MEMBERS’ BADGES. AND ENCLOSURE. 
Members are Sianiniing) that they and their ladies MUST wear their badges PROMINENTLY DISPLAYED 
throughout the Meeting. 


No one without a badge will be admitted to the Members’ Enclosure. 

Badges admitting non-members to the Members’ Enclosure and Club Rooms at $10 per day, including tax, are 
obtainable through the Secretary on the written or personal introduction of a Member, such Member to be responsible 
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SERVANTS’ PASSES. 

Servants’ passes will be issued to private box holders only, who are requested to distribute them with 
discrimination and to endorse their names on the passes. Holders of such passes are not permitted in the 
Members’ Enclosure except for passing through on their duties and must remain in their emplayers stands. 

BY ORDER, 
C. B. Brown, Secretary. 
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